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SALARIES AND EXPENSES 


Program and financing 


1956 actual 1987 estimate | 1958 estimate 








Program by activities: 








1. Executive direction..........- ttt Ane ae ea $607, 976 $603, 800 $642, 000 
2. Staff operations. - es Panes ii aniequumkeail 781, 984 777, 800 813, 000 
3. Renegotiation operations (field) _.-.....- ee 2, 491. 172 2, 293° 400 1, 945, 000 
TOU OUMGRUIOE.... .. 00.2. 22s-nsaces ionwadon 3, 881, 132 3, 675, 000 3, 400, 000 
Financing: 
Unobligated balance no longer available..............._- 206, SOB bk ene eee 
DETOUR Bais cv sieht endeccce | oc aM 


4, 150, 000 3, 675, 000 3, 400, 000 
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Obligations by objects 






































1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions_------ cs eee 535 469 410 
Full-time equivalent of all other positions....._.__- 4 1 1 | 1 
Average number of all employees -_.._....-..........--..- 492 456 | 394 
Number of employees at end of year -- 469 460 | 400 
Average salaries and grades: ae ie 5 oe 7. _ 
General schedule grades: 
I i a Li ; $7, 250 $7, 380 7, 435 
Awerene grees. 26.6 94~ 851-36 400406-b5255 £05. 4.4.55 GS-9.4 _Gs- 9. 4 | GS-9.5 
01 Personal services: , <I. : c= 
Permanent itions......... $3, 613, 284 $3, 431, 500 $3, 003, 000 
Positions other than permanent_- 4, 591 4, 000 4, 000 
Regular pay above 52-week base............___- ae 11, 500 
Payment above basic rates.................-2.--.----. 455 500 500 
Totel persomal eerwiees... .. .. 05... ..6--ssscnees 3, 632, 230 3, 436, 000 3, 019, 000 
02 Travel_-_-_- PERERA 43, 894 55, 000 50, 000 
03 Transportation of things. bsocasochaiblde dnl 782 3, 000 5, 000 
04 Communication services__............- 90, 000 84, 000 80, 000 
06 Printing and reproduction _-__.........._-- oicncbianh 13, 715 20, 000 15, 000 
07 Other contractual services_....................... 47, 428 36, 000 | 35, 000 
08 Supplies and materials_..............-- 21, 446 20, 000 19, 000 
SD Mees. 4.404-.-. cee lit). LARS 15, 393 6, 000 5, 000 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund_...__.___.__- oe iets 163, 000 
15 Taxes and assessments... -..............- ae 16, 244 15, 000 9, 000 
Total obligations. _............-.-- Ate sc os 3, 881, 132 3, 675, 000 3, 400, 000 
Budget authorizations, expenditures and balances 
| 1956 actual | 1957 estimate - 958 estimate 
aN ae: bisa icra ee ese a ae ee: 

BUDGET AUTHORIZATIONS AVAILABLE Ps 
Apeeereten a Nh $4, 150, 000 $3, 675, 000 $3, 400, 000 
Obligated balance brought forward_-_..........._- 287, 903 224, 158 187, 000 

Total budget authorizations available..........._____- | 4, 437, 903 3, 300, 158 358%, 000 
EXPENDITURES AND BALANCES eg ee ee 
Expenditures— 
Out of current authorizations... 3, 676, 681 3, 491, 000 3, 230, 000 
Out of prior authorizations.........- 250, 132 206, 158 172, 000 
Total expenditures..................- 3, 926, 813 3, 697, 158 3, 402, 000 
Balance no longer available: 
Unobligated (expiring for obligation) ._--_- ie atic 268, 868 |_..._. 
ARR ath ad Te DS SE a Sa . 18, 064 15, 000 ‘ : 
Obligated balance carried forward. --............--- 224, 158 187, 000 185, 000 
Total expenditures and balances.-___...............---.. er? 437, 903 3. 899, 158 3, 587, 000 





Mr. Tuomas. The committee will please come to order. It is nice 
to have with us again our many friends from the Renegotiation Board. 
We are glad to have the C hairman, Mr. Coggeshall, and the members 
of the Board, Mr. Hartwig, Mr. Ross, and Mr. Campbell. We also 
have Mr. Fensterstock, General Counsel, Mr. Haggerty, Director of 
Administration, and Mr. Semple, Director of Assignments. We are 
always delighted to have attractive ladies with us ‘and we have Miss 
Egbert, budget analyst. 

Gentlemen, you all know us. We are all old friends. We are 
certainly delighted to have Congressman Jonas back with us. He sort 
of high-hatted us for 2 years but he is back with us. This work is 
very familiar to him. 
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It is not too violent an assumption to assume that. this committee 
knows most of your headaches and it will look with a lot of favor on 
orene: ou solve them. 

Mr. Chairman, do you have a statement for us? I have looked over 
your budget reasonably carefully. It is pretty well done up. You 
are short on some personnel green sheets. Most of your information 
is well done. We like a good budget. 

Mr. CoccrsHaty. We worked on it hard. I have a short statement. 

Mr. THomas. You may proceed. 


GENERAL STATEMENT 


Mr. CoacrsHauu. I will read it, if I may. 

We of the Renegotiation Board are pleased to appear in support of 
our budget estimates for the fiscal year 1958. My colleagues and I 
are grateful for this opportunity to do so. 

For fiscal 1957 the sum of $3,675,000 was appropriated for the opera- 
tions of the Board. Our request for fiscal 1958 is in the amount of 
$3,400,000. The funds requested include $163,000 estimated as the 
amount necessary to match the 614 percent retirement deductions of 
Board employees, as required under the law approved last summer. 
The net request of $3,237,000 represents, on a comparable basis, a re- 
duction of approximately 12 percent below the 1957 appropriation. 
In our judgment, our request represents the lowest appropriation with 
which the Board can effectively carry out its responsibilities with 
proper regard to the demands of economy and expedition. 

Mr. Tuomas. Did I read some place in your justifications where 
you said you thought your workload was off 25 percent? Or am I 
thinking of another budget ? 

Mr. CoccrsHau.. That is filings. Workload is one thing and filings 
are another. 

In the performance of its statutory function of eliminating excessive 
profits on defense contracts and subcontracts, the Board’s expenses 
have constituted a very small part of the benefit derived by the Govern- 
ment from renegotiation. It will interest the subcommittee to know 
that from its organization under the Renegotiation Act of 1951 
through December 31, 1956, the Renegotiation Board made agreements 
or orders determining excessive profits in the total amount of 
$529,212,889, before Federal tax credit. Voluntary refunds and price 
reductions disclosed in the course of renegotiation proceedings with 
contractors to the same date amounted to $490,325,569. Thus, the total 
amount of recoveries and price reductions directly attributable to the 
renegotiation process, from the inception of the Board through Decem- 
ber 31, 1956, aggregated $1,019,538,458. 

Mr. Tuomas. I have different figures than that. 

Mr. CoaersHaty. You have the figures as of June 30. We are giv- 
ing you as of December 31. 

During the same period, the administrative expenses of the Board 
totaled $21,733,187. 

The renegotiation process begins with a filing by the contractor. 
To the end of 1956 the Board received a total of approximately 50,000 
filings above the statutory floor, an average of more than 10,000 each 
year. In the last several years the Board has conducted a screening 
operation in its headquarters office to eliminate those filings from 
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which it can be determined readily, without further proceedings, that 
the contractor did not realize any excessive profits. In this manner, 
during the 12 months ended December 31, 1956, the Board acted on 
7,151 flings and screened out 5,291 or 74 percent, and assigned to its 
regional boards for processing 1,860 or 26 percent of the total. It is 
evident that this screening process results in a substantial saving of 
time and money to both the Government and many contractors. 

“Important amendments to the 1951 act were enacted at the last ses- 
sion of the Congress in the same legislation which extended the cov- 
erage of the act to December 31, 1958. The changes are only now 
beginning to be felt. Such reduction as is anticipated in Board ex- 
penses is reflected in the substantially reduced request for funds for 
fiscal 1958. These matters are dealt with in some detail in our budget 
estimates. Briefly, our conclusions are these: 

1. The elimination of the contracts of various agencies from the 
coverage of the renegotiation law will have virtually no effect in re- 
ducing the number of anticipated filings. Less than 1 percent of the 
total amount of renegotiable procurement from 1951 to 1955 was ac- 
complished by the agencies so eliminated. 

Those that were dropped had a very small percentage of the 
business. 

Mr. Txomas. Less than one percent ? 

Mr. Cocersuaty. That is right. 

2. The raising of the statutory floor from $500,000 to $1 million for 
contractors’ fiscal years ending after June 30, 1956, and the optional 
filing for contractors who are below the floor, are not expected to bring 
about any substantial decrease in workload or in refunds; most re- 
funds have come from contractors whose renegotiable sales exceeded 
$1 million. 

3. Inasmuch as the exemption relating to standard commercial arti- 
cles and services is now self-executing in part, many contractors will 
not need to apply to the Board for the exemption. However, it is not 
expected that the Board will be correspondingly relieved because ex- 
emption applications doubtless will still have to be filed by those con- 
tractors whose claims, because of their complexity, created the most 
work for the Board under the former exemption provision. 

The Board has steadily lowered its operating costs, principally 
through reductions in personnel. The average number of employees 
in the Board was 715 in 1954, 593 in 1955, and 492 in 1956. For fiscal 
1957, average employment is estimated at 456 and for 1958 at 394. 
The employment estimate for 1958 represents a reduction from 1957 
of approximately 14 percent and accounts largely for the reduction in 
the funds requested for 1958, 

Mr. Tuomas. That is a very nice statement and very much to the 
point. 

Mr. CoacrsHaty. Thank you, sir. 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. We will at this point insert pages 4, 5, 6, 7, and 8. 
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(The pages referred to follow :) 


PURPOSE OF APPROPRIATION 


The general purpose of the appropriation “Salaries and expenses, Renegotiation 
Board” is to provide funds for salaries and all other expenses of the Renegotiation 
Board, created by the Renegotiation Act of 1951 (Public Law 9, 82d Cong., ap- 
proved March 23, 1951, and as amended September 1, 1954, August 3, 1955, and 
August 1, 1956) with authority for the determination and elimination of excessive 
profits realized by contractors and subcontractors in connection with procure- 
ment under the national-defense program. 

These estimates include the salaries of all full-time personnel assigned to the 
activities of the Renegotiation Board, as well as the expenses of consultants and 
experts employed part-time or intermittently in connection with the various pro- 
grams of the Board. In addition, the estimates include all expenses for tem- 
porary duty travel, including transportation, per diem, communication expenses, 
printing and reproduction, office supplies, and utility services, equipment and 
other costs incident to the administration of the act. There is also included 
$163,000 to cover the estimated cost of this appropriation of matching the 6% 
percent retirement deductions of employees of the Board, as required under 
Public Law 854, approved July 31, 1956. Prior to fiscal year 1958 this item was 
not charged to the Board’s appropriation. 


OPERATION UNDER THE ACT 


Under the Renegotiation Act the Renegotiation Board reviews the overall 
profits by a contractor on his defense contracts during the contractor’s fiscal 
year. Renegotiation is conducted on the basis of total receipts or accruals from 
all defense contracts and subcontracts and not on a contract by contract basis. 
By statute a contractor having less than a total of $1 million of receipts or 
accruals on defense contracts and subcontracts during any fiscal year ending 
after June 30, 1956, or a total of $500,000 for any fiscal year ending on or before 
that date, is not subject to renegotiation. A contractor having more than such 
amount of renegotiable business is subject to renegotiation. In those cases re- 
quiring renegotiation proceedings, the Board secures as much information as 
it deems necessary to determine whether the contractor has made excessive 
profits. In each case the Board’s determination is based on the measure of 
efficiency and the application of the factors set forth in the act, which are (1) 
reasonableness of costs and profits, (2) capital employed, (3) extent of risk 
assumed, (4) nature and extent of contribution to the defense effort, and (5) 
character of business. 


EFFECT OF EXTENSION AND AMENDMENTS TO THE RENEGOTIATION ACT OF 1951 


On August 1, 1956, the President signed and approved the extension and amend- 
ment of the Renegotiation Act of 1951. This act is cited as the “Renegotiaiton 
Amendments Act of 1956” (Public Law 870, 84th Cong.). The effect of this 
legislation on the Renegotiation Board is as follows: 


Extension of the act 
The Renegotiation Act of 1951, as amended, is extended for 2 years, ending 
December 31, 1958. 


Departments eliminated from renegotiation 

This legislation limited contracts subject to renegotiation to those of the fol- 
lowing Government agencies: Departments of Defense, Army, Navy, Air Force, 
Maritime Administration, Federal Maritime Board, General Services Adminis- 
tration; and Atomic Energy Commission. This change was effective December 
31, 1956. It is the opinion of the Renegotiation Board that the elimination of 
the 15 other agencies previously covered by the act will have virtually no effect 
on the operations of the Board as the number of filings eliminated would be 
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almost negligible. This is reflected by a study set forth in House Ways and 
Means report dated June 30, 1956, as follows: 





Amount Percent 
‘Total amount of contracts, 1951-55... ..............-..--.--2-2-- 22-8. $136, 696, 740, 000 100 
Amount retained by 1956 amendment of act.__............-.-...-.-.-- 125, 446, 136, 000 99. 09 
Amount eliminated by 1956 amendment of act... ..........-...-..-..-- 1, 246, 604, 000 91 


Standard commercial articles and services exemption 


The Board cannot yet predict the full effect of this provision of the law as it is 
an entirely new concept for the exemption of standard commercial articles and 
services. The “competitive conditions” requirement has been replaced by one 
based on a percentage of nonrenegotiable sales of the articles and services. Since 
this exemption is to a large extent self-executing, many contractors will not need 
to file requests for exemption with the Board. However, it is anticipated that 
the contractors whose exemption applications, because of their complexity, 
created the most work for the Board under the former law will be unable to avail 
themselves of the new automatic exemption and will still be required to file ap- 
plications with the Board. The new exemption of standard commercial classes 
of articles, which will undoubtedly prove of great value to industry, will require 
much careful analysis and consideration by the Board. 
$1 million floor 

The statutory floor is raised from $500,000 to $1 million for fiscal years ending 
after June 30, 1956, and contractors having a volume of renegotiable business 
below the floor are not required to file but may do so at their own election. If the 
contractor does file and the Board takes no action within 1 year, renegotiation is 
permanently foreclosed in the absence of fraud. It is the opinion of the Board, 
based on previous experience, that a considerable percentage of contractors will 
take advantage of this opportunity to protect themselves. 

It is estimated that the raising of the floor and the optional filing for contractors 
who are under the floor is likely to have these effects : 

Number of filings with the Renegotiation Board is expected to be reduced by 
about 25 percent. 

Number of assignments from the Renegotiation Board to the field will be re- 
duced by about 15 percent. 

Dollar refunds will be reduced by about 12 percent, 

As the subsequent justifications will show, these percentage reductions in filings 
and assignments will not be followed by a proportionate decrease in workload. 
Refunds are expected to continue at a high level because most of them come from 
contractors who are above the $1 million floor. 


Annual report to Congress 


The Board is now required to report yearly to Congress on January 1, 1957, 
and on each succeeding January 1 covering the activities for the preceding fiscal 
year. This amendment makes it necessary for the Board to compile much 
statistical information for which there has been no previous requirement. 


WORKLOAD DATA 


Mr. Tuomas. The number of filings with the Renegotiation Board 
is expected to be reduced by about 25 percent, the workload by 15 per- 
cent, and dollar refunds will be reduced by about 12 percent. 

Mr. CoecrsHaty. That is right. The dollar refunds, I think that re- 
fund estimate is just looking forward. A better figure would have 
been an estimate based on the 1956 fiscal year alone rather than on the 
aggregate of 1952-56. I made note of that this morning. It is 6 per- 
cent, 6.2 percent. 

OBLIGATIONS BY ACTIVITIES 


Mr. Tuomas. Insert the table on page 9, which is pretty expressive. 
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(The table referred to follows :) 


Estimate of obligations by activity 





1956 actual | 1957 estimate | 1958 estimate 


—__———} ——_—__ 











Os aaa A i he eal nsf cl ete bee hal $607, 976 | $603, 800 | $642, 000 
2. Staff operations... ; ia: a aed i Sep abies “8 ea aoaat 781, 984 | 777, 800 | 813, 000 
3. Renegotiation operations (field) ..............-..----- | 2,491,172 | 2, 293, 400 | 1, 945, 000 

POU WRN. 3 5 edt nce udescadbecaciebouse | 3, 881, 132 3, 675, 000 3, 400, 000 


Summary of man-year requirements 








1956 actual | 1957 estimate | 1958 estimate 


. Executive direction. ...._..._._-- 5 ee Peas 76. ! 73 71 


1 5 < 

DS, Beate omenetiene ws cola ks «£55. 5545 - es dde- cca rgih Je 106. 8 105 100 

3. Renegotiation operations (field) ...._._- ay 309.1 | 278 223 
Total man-year requirements 492. 4 | 456 304 





Mr. Tuomas. For 1956, your total obligation was $3,881,132 against 
an estimated $3,675,000 for 1957, and a decrease of $275,000 for 1958, 
down to $3,400,000. 

PERSONAL SERVICES 


The man-years has dropped from 492.4. Is this actual or is this 
man-years ¢ 

Mr. CocersHaty. This is man-years. 

Mr. Tuomas. How many bodies do you have on the payroll now? 

Mr. CocersHaty. At the present moment we have 445. That is, as 
of December 31. 

Mr. Tuomas. 445? 

Mr. CoacesHatu. Yes. We had a higher number at the beginning 
of the year. 

Mr. THomas. How many are you asking for fiscal 1958 ? 

Mr. CocersHa. 410. 

Mr. Tuoomas. 394 man-years and 410 jobs. 

Mr. CoceEsHaLy. That is right. 

Mr. Tuomas. Thirty-four man-years would be the equivalent of 
about 43 or 45 jobs. You havea surplus of 25? 

Mr. CocersHatu. No. 

Mr. Haceerry. It is lapses, a lapse in people, leave without pay. 

Mr. THomas. What is the best figure now? Did the chairman have 
the right information as to the number of people you have on the pay- 
roll as of December 31 ? 

Mr. Haaeoerry. Yes. 

Mr. Tuomas. What is the number? 

Mr. Haaeoerry. 442 today. 

Mr, Tuomas. You will have to reduce some ? 

Mr. Haaeerrry. Yes, sir. 

Mr. CoegesHAtt. We have discussed that. 

Mr. Tuomas. If your workload falls off 10 to 12 percent, you will 
not be hurt. 


; 
i 
i 
i 
| 


er 
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REGIONAL OFFICES 


Mr. CoccrsHatt. What we have to do to be able to meet it is, as 
developed in the report—it is under active consideration and study— 
is to do what has been done twice in the past, which is to merge. 
You have certain fixed expenses in each office: When you have five 
regional board members and directors, you have certain fixed expenses. 
We will have to merge two regional boards. We are studying that 
actively. 

Mr. Txomas. I notice you contemplate three regional offices. 

Mr. CoacrsHatt. For fiscal 1958. 

Mr. Tuomas. How many do you have now ? 

Mr. CocersHary. Four. 

Mr. Tuomas. The last merger was Boston with New York? 

Mr. CocersHay. Yes, sir. 

Mr. Tuomas. What is your best guess now as to where your three 
regional offices will be for 1958 ? 

Mr. CoeersHatt. Of course, New York is certainly going to be in 
existence on one side of the continent, Los Angeles on the other, and 
it is a matter of active study, we have Detroit and Chicago in the center. 

Mr. Tuomas. Someplace in the Middle West. That is close enough. 

Mr. CoecresHaty. We contemplate having only one Middle West 
regional office. We have had some consultations with the Budget 
Bureau on that. 

Mr. Tuomas. Does the figure of $800,000 still go for the regions 
and anything under $800,000 the regions can make their own decisions? 

Mr. CoeersHatt. That is right, subject to appeal in the event of dis- 
agreement. The regional board cannot enforce a determination below 
$800,000. They can propose one, and if it is accepted by the con- 
tractor, it is final. If it is not accepted by the contractor and they 
issue an order, he has the right to appeal to us within 90 days. 


PERSONAL SERVICES 


Mr. Tuomas. I notice in headquarters you have a reduction of 2 
man-years to 71 against 73 last year. That is your executive direc- 
tion activity. 

In staff operations you go from 105 to 100. In the field, you go from 
278 down to 223. 

Mr. CocersuHatu. Yes. The functions are different. 

Mr. Tuomas. Are you topheavy in that regard ? 

Mr. CoccrsHaty. I would not think so, sir. The cases settled in 
the field are the less important cases. The cases with profits above 
$800,000, even if an agreement is reached with the contractor, are 
subject to approval of the Renegotiation Board. That is the heart 
of our business, the large refund cases, or clearances in large cases. 

Mr. Tuomas. I did not find your green sheets in the justification. 
As I recall, in the District of Columbia, grade 13 and above, you have 
133 positions out of a total of 394. 

We must remember, of course, in your job of taking money away 
from people, you just must have the best. Your best investment is 
high-grade personnel. It is a human problem. 

Mr. CocersHatn. You have to have the best people you can get. 

Mr. Tuomas. Cheap personnel are not worth standing room. 


CEREESAREETEET 





A A CCI ENT ET EE 
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Mr. CoacrsHatu. We stand up against the best counsel in America 
representing the companies. We had a delegation from one of the 
great aviation companies recently headed by the chairman of the 
board and including the president of the company, the financial vice 

resident, the treasurer, the comptroller, and two great New York 
awyers. 

Mr. Tuomas. Your shop, of all places, is no place for amateurs. 

Mr. CoacrsHaty. There is room for nothing but professionals and 
the best: professionals we can get on Government salaries. 


REFUND DETERMINATIONS 


Mr. Tuomas. Since you mentioned some rather stiff competition, 
let. me see about your refunds. Let us turn to page 20 of the justifica- 
tions and we will insert page 20 in the record at this point. 

(The page referred to follows :) 


Refund determinations.—As of June 30, 1956, the regional boards had com- 
pleted 16,730 assignments out of a total of 19,725. From the date of its estab- 
lishment through June 30, 1956, the Board had determined excessive profits in 
a total amount of $459,339,555. In addition, interim prepayments and agree- 
ments and orders in process as of June 30, 1956, amounted to $72,063,243. Fur- 
ther, as of June 30, 1956, contractors assigned for renegotiation had made volu- 
untary refunds and price reductions in the amount of $339,166,658 which can 
be attributed solely to the existence of the Renegotiation Acts. No comparable 
figures are available for contractors below the floor or withheld from renegotia- 
tion. In tabular form the monetary results of renegotiation are presented below : 


Monetary Results of Renegotiation Activity Under the Renegotiation Acts 
of 1948 and 1951 


Agreements and orders completed : Refund 
CT SE aS a rele eee eee $2, 440, 000 
Pe a ck bits icicle ca~+ewin jig nienichip cies cin Sena aaa eiine tease bettie 30, 325, 470 
BE es csccieesnesipbiesagintnnnninnenceenpsinstiisndtedatio cities ace iene nade 426, 574, 085 
WIPOOND Do eee a ee ee a ie lot 459, 339, 555 
Interim prepayments and agreements and orders in process__..._-- 72, 063, 243 
Total agreements, orders, and interim prepayments__._._.__ 531, 402, 796 


Add voluntary refunds and price reductions disclosed in renegotia- 
BOGS > PUOCROIIR Ie wns edad inde ddd besyeet BideGs dake 339, 166, 658 


RE itis cep ein oben ain tid ae nde eh capitis 70, 569,456 

Mr. Tuomas. You gave us a figure a while ago which is different 
from this one. 

Mr. CocersHau. This is the figure as of June 30. 

Mr. Tuomas. From 1950 through June 30, 1956, if my memory 
serves me correctly, in all agencies of Government, in round figures, 
the total amount of contracts is about $136.7 billion. Of that, through 
price renegotiation and refunds, and beating down the price, I think 
you actually received in cash $459,339,555. 

Mr. Coacrsuatu. That is at June 30. 

Mr. Tuomas. Then through voluntary returns and renegotiation, 
the figure is $870,569,456. On a 12-month basis right up to now it 
Is-—-— 

Mr. CoacrsHatt. One billion, nineteen million. There is another 
$78 million in process. 
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Mr. Tuomas. Does that cover the same period of time from June, 
1950 through June, 1956? 

Mr. CoacrsHat. As at June 30, 1952, through December 31, 1956. 

As a matter of fact, this figure of $72, 063 ,243 which is in process 

Mr. Tomas. It adds to approximately three-fourths of 1 percent. 

Mr. CoccrsHau. Yes. 

Mr. Tuomas. Secretary Humphrey kicks up the interest rate one- 
eighth of 1 percent and it runs into a sackful of money. 

Numberwise, say in the last fiscal year, or in any most recent period, 
how many contractors did you ac tially renegotiate and what is the 
volume of money and how many came in voluntar ily? 

Mr. CoecrsHatt. You mean where refunds were determined ? 

Mr, Tuomas. Yes. 

Mr. Cocersnatu. Refunds determined in total in the 12-month fiscal] 
period, I think were 498. The voluntary refunds and price reduc- 
tions disclosed in proceedings with such contractors—and those had 
clearances, those who renegotiated themselves and would not have 
done so otherwise—that was approximately another 500—we will say 
a total of 1,000 a year. About 20 percent of those that go through 
renegotiation end up in findings of excessive profits. A great many 
have renegotiated themselves. 

Mr. Tuomas. Do you have an approximate figure dollarwise of that 
thousand in number ? 

Mr. CogcrsHatu. Yes; it is running very even. 

Mr. Tuomas. What would be the dollar amount ? 

Mr. Coeersnari. $150 million. The year before I think we got up 
to $160 million. 

Mr. Tuomas. We are making a good profit off of you. That is $150 
million and you cost $4 million. 

Mr. Yates. Are those collections? 

Mr. Coccrsnaty. Determinations of excessive profits concluded ei- 
ther by bilateral agreement or by a unilateral order at the top level 
which is the same. In one case you have a signature and in the other 
you do not, but it is funds due the Government. 

Mr. Yates. You say you collected $158 million. What was the 
amount subject to the renegotiation of which $158 million was col- 
lected ? 

Mr. Coccrsuatu. You mean the sales or the profits ? 

Mr. Yares. You start with an amount, do you not, that is in dis- 
pute? 

Mr. CoacrsHatu. Not in dispute. 

Mr. Yates. Over and above a certain floor. 

Mr. CoacrsHatn. It depends on the year. One year there was a 
floor of $250,000 which was raised to $500,000, and this present legisla- 
tion forward has raised it to a million, the floor. 





OBLIGATIONS BY OBJECT 


Mr. Tuomas. At this point, we will insert page 23 in the record. 


RE 
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(The page referred to follows :) 


Comparative statement of expenses 




















1956 actual | 1957 estimate | 1958 estimate 
} 

01 Total personal serviees!._..........--.- » dace ile $3, 632,230 | $3,436,000 $3, 019,000 
Sana ciaeiatan ne Mate tdbienergsatedtaicnndabvniin 43, 894 | 55, 000 50, 000 
Ge  E yeeer Ganeoes OE CHIEN oo cn cee nnceceee = 782 3, 000 5, 000 
04 Communication services. ...........-.2 22-2228 stu 90, 000 | 84, 000 80, 000 
06. Printing and reprodnetion_..__._..-...._....-.-....--.-..| 13,715 | 20, 000 15, 000 
07. Other contractual services... ..._. whi lat 47, 428 36, 000 | 35, 000 
08.1 Newspapers and periodicals ; BOD Te | 50 50 
08.2 Supplies and materials._.__.-_.....-....-2--- 22-2. 21, 446 | 19, 950 18, 950 
OD Oh. 3 is ose < dys op ater once ssbb wash omeatnioes 15, 393 | 6, 000 5, 000 

11 Grants, subsidies, and contributions: Contribution to 
retirement fund _.__......__-- SS NS ee ee eee eg eet wae 163, 000 
15 . Daxes and assessments... -__.__.- bios 203. bead 16, 244 | 15, 000 9, 000 
on oe eg 3,881,132 | 3, 675, 000 3, 400, 000 





1Q1 . Personal services have been averaging 94 percent of the Board’s tota] expenses. 


Mr. Tuomas. This sheet shows the cost of other objects. For in- 
stance, travel, can you reduce that travel cost or is $50,000 as little 
as you can get by with? 

Communication services is down from $84,000 to $80,000. 

Printing and reproduction is down $5,000 to $15,000. 

Other contractual services is down $1,000 to $35,000. 

Newspapers and periodicals is $50, 

Mr. CoacrsHau. Those seem to be pretty constant figures. 


AMOUNT OF SALES INVOLVED IN REFUND DETERMINATION 


I can give your colleague this figure on the sales. We have it, which 
has june beed drawn off. It is in the annual report to the Congress. 

‘Total jsales involved, to round out the statistical record on 2,644 
completions in the fiscal year ended June 30, it may be noted these in- 
volved, in round numbers assignments representing the following 
totals, as reported by the contractors involved: Total sales were $71.5 
billion, total profits were $9.5 billion. But the renegotiable sales out 
of the total sales, that figure was $17.5 billion, and renegotiable prof- 
its were $1.7 billion. 

Those are the ones that entered into determinations of $150 mil- 
lion excessive profits. We found about the same amount of voluntary 
refunds and price reductions made by contractors by way of renego- 
tiating themselves. 

I am reading from the annual report to Congress which is just off 
the press. 

Mr. Yates. You mean the First Annual Report of the Renegotia-- 
tion Board for the Year 1956 ? 

Mr. CogGrsHAi. Yes. 

Mr. Yates. You were reading specifically from page 9 thereof ? 

Mr. CoecesHaun. Yes. 


HEADQUARTERS SCREENING PROCESS 


Mr. Tuomas. We will insert at this point in the record pages 26 
and 27. 
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(The pages referred to follow :) 
HEADQUARTERS SCREENING PROCESS 


The Board has established a Screening and Exemptions Committee at head- 
quarters to examine those filings which are above the “floor.” In this process, 
filings which indicate renegotiable business above the statutory minimum are 
examined to determine the acceptability of the contractor’s methods of segrega- 
tion of sales and allocation of costs, and other available information is evaluated 
to determine whether or not to assign the filing to the field. 

In those cases where contractor’s reports show losses or clearly indicate obvi- 
ous nonexcessive profits in connection with renegotiable business, action on the 
case is completed at headquarters. Other cases are assigned to the regional 
boards for determination. This examination procedure lessens the amount of 
work that would otherwise be assigned to the regional offices. 

The effect on the Board’s workload of the amendments made to the renegotia- 
tion statute by Congress in 1956, particularly the change in the provision exempt- 
ing standard commercial articles and services from renegotiation, is not en- 
tirely foreseeable. Through its Screening and Exemptions Committee, the Board 
expects to continue to effect substantial savings in time and expense for both 
the contractor and the Government. An assignment can be completed at head- 
quarters for a fraction of the average cost of completing an assignment requiring 

.the full renegotiation process in the field. During fiscal year 1956, 5,760 cases 
were completed at the headquarters level by the screening process. 

The headquarters screening procedure will continue to reduce the number of 
assignments to the regional boards in fiscal years 1957 and 1958. Actual figures 
for fiscal year 1956 and estimates for fiscal years 1957 and 1958 on reports 
screened, withheld and assigned to the field are contained in the following table: 


Contractors filings screened, withheld from assignment and assigned, fiscal year 
1956-fiscal year 1958 


Actual, Estimate, Estimate, 


fiscal year fiscal year fiscal year 
1956 1957 1958 
TE: 6.cdnvignarinsdkpnthbbhandasseructcepesasese 4, 000 
Sens renee, Ge ta ewddawouchle beveled 2, 600 
EO TS. on ceca ccctebeacerestccbendancenes 1, 400 





In addition to its screening operations, this committee has the duty of review- 
ing and presenting to the board requests for exemption under the standard com- 
mercial article exemption and other statutory exemptions. 

Mr. Tomas. This shows the screening that goes on at headquarters. 
The applications are filed here, and the staff screens them. 

Mr. CocersHatu. And they come before the board. 

Mr. Tuomas. Those that go to the regions are sent to the proper 
places. Anything under $800,000, the regions handle. Their deter- 
mination is final unless the contractor wants to appeal to the Wash- 
ington board. 

Then the big contracts are screened here and are eventually sent 
to a board and the board investigates them. 

Mr. CoacrsHatu. Yes, then the regional boards work on them and 
maka a recommendation to us, subject to our approval, whether agreed 
to by the contractor or not. 

Mr. Tuomas. It might be interesting to pay attention to the table 
on page 27. In ‘round figures, the reports ‘screened totaled 7,999 in 
1956, 6,600 in 1957, and it drops down to 4,000 this year. 

Reports assigned to the field : 2,239 in 1956, 1,800 in 1957, and 1,400 
in 1958. 


' 
; 
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I do not know why the drop should not be proportionate to 1958 
from 1957 as from 1956 to 1957 in view of your act last year which 
raised your exemption, we will say, from $500,000 to $1 million. 


VOLUNTARILY FILING 


You have some language in here I wish you would clear up for me. 
Itis rather confusing. The act says they do not have to file. If they 
do not have to file, why should they voluntarily file? If there is 
fraud involved, then it is never excused. 

Mr. Coccrsmatu. I would like counsel, Mr. Fensterstock, to explain 
it. We agreed to that at the request of the Joint Internal Revenue 
Taxation Committee. 

Mr. Frnsterstocx. The reason that was put into the act was to 
enable the contractor by making a filing to obtain a complete discharge 
from any possible renegotiation liability for the year involved, 1 year 
later. 

Mr. Tuomas. He does not have to file under the act? 

Mr. Frensterstock. No, he does not have to file but if he does file 
and if the board within 1 year thereafter does not commence renego- 
tiation, then he is completely discharged. 

Mr. Tromas. You have a hooker on there then ? 

Mr. Yates. Completely discharged from any liability ? 

Mr. Fensterstock. In the absence of fraud. 

Mr. Yates. From renegotiation ? 

Mr. Fensterstock. Yes. 

Mr. Yates. But he is still subject to taxation on the amount of his 
earnings? 

Mr. Pirereavioda: Yes, we have nothing to do with taxation. 
Mr. Jonas. It operates as a statute of limitations. 
Mr. Fensterstock. That is right. 


PENALTY FOR FAILURE TO FILE 


Mr. Tuomas. I have one further question. In days gone by, we 
have discussed in here the lack of teeth in the act to force people under 
penalty to file on time. . The new act has no teeth in it. It says they 
should file on a certain date but if they do not file by that date, there 
is no penalty. Is there a penalty for failure to file at all? 

Mr. Campetu. Willful failure. 

Mr. Tuomas. What is willful? If the man does not file and the act 
says he shall file, is that not willful? 

Mr. Fenstersrock. If there is no filing, we endeavor, when we come 
upon such an instance, to obtain a filing. 

In the course of our efforts, it may become apparent that the contrac- 
tor’s failure to file is a willful refusal. 

Mr. Tuomas. How many of your customers have not filed in the last 
fiscal year ? 

Mr. CoccrsHALL. You remember we discussed it last year, and they 
had turned up in the early days of the Board, while organizing t!em- 
selves, they turned up on checking, this came up 2 or 3 years ago, 
that there appeared to be 8,000 filings which should have been made 
and had not. 
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The law was very strict at the time. If they had as much as $1,000 
poath of renegotiable sales, even though there was a floor, they had to 
e 


We worked on those for something like 2 years. I joined the Board 
2 years ago in March and they were at work on it then. We reported 
last year that they had got down to—they had got rid of about 7,000 
and were down to about 1,000. 

We sent a hundred cases to Justice—something like a hundred. Jus- 
tice did not prosecute any case we sent to them. They put the screws 
on people to such an extent that that has been cleared up. 

Mr. THomas. How many have you sent to Justice during the past 
fiscal year ? 

Mr. egerroge Something like a hundred. We sent 38 when we 
reported. 

ir. Tuomas. You mean Justice has a hundred percent record of 
ap peeins anybody ? 

r. CoecesHaLL. They have not prosecuted. They brought these 
people to book, though. They have been very helpful in helping us 
get the information in. 

Mr. THomas. You mean to say the Justice Department is your 
best collecting agency ? 

Mr. CosersHatu. Not the collecting agency. It so happens when 
we really boil this down, the great majority of those who had not 
filed had no real liability whatsoever. 

In other words, the figure looked like a big figure but when you 
took it apart, you found there was no liability. 

Mr. Tuomas. Does the failure to file carry any liability or is it 
just failure to file when you owe money ? 

Mr. CocarsHaun. Theoretically, it carried a liability at that time, 
but the great. majority that did not file were people with sales less 
than the $250,000 floor, or less than the $500,000 floor, and there was 
no renegotixtion liability in the end whatsoever. 

That was the great majority. That was the case with all but about 
200 cases out of 8,000. The law has been changed in the meantime. 

Mr. Tuomas. Is your test of liability for failure to file hinged on 
dollar liability ? 

Mr. CoscesHatu. The Congress last year, in view of the explana- 
tion we gave them, decided they would no longer have a sun datory 
filing unless you passed the floor. That is still mandatory but up to 
a million dollars with years commencing after June 30, 1956, there 
is no necessity of making any filing. 

Mr. THomas. Pappree I had a $5 million contract and I told you 
to go jump in the lake, that I am not going to file, and I do not file, and 
you look me over and find that I do not owe you any money. Am I 
guilty of any penal violation ? 

Mr. CogcesHALu. Yes. 

Mr. Fensterstock. Might I answer it this way: If you do not file, 
we cannot lock youover. We have nothing to look at. 

Mr. Tuomas. Well, I did not file and you did look me over. You 
can go to the various bureaus and find the contract. You have a 
thousand and one ways to look me over. After you look me over, you 
decide that I do not owe you any money. How about that? 

Mr. Fensrerstock. We cannot come to a firm conclusion on a case 
of that sort, that you do not owe us any money. It may be that you 
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do not owe us any money but we cannot really know that because, 
necessarily, the information 

Mr. Tuomas. You will be the judge. You can say I do and take 
me to the courthouse, or I may take you. Suppose you say I owe you 
some money and I say I donot. Is there any liability then for failure 
to file ? 

Mr. CoccresHALL. What is the provision for the fine ? 

Mr. Fensterstock. That is for willful failure or refusal to file. 

Mr. Tuomas. I cannot make it any more willful than to tell you 
to go jump in the lake, that I will not file. 

Mr. Frensrerstock. That is the very type of case we refer to the 
Department of Justice. 

Mr. Tuomas. What does the Department of Justice do with that 
type of case ¢ 

Mr. Fensterstock. In that type of case if Justice is satisfied from 
the information available that the contractor is over the floor, they, in 
such a case, might very well institute a prosecution. They have not 
had that situation yet. 

Mr. THomas. How many cases have been instituted in the last 5 
or 6 years since we have had this act? 

Mr. Fenstersrock. I have some figures that might be helpful. 

Mr. Tuomas. Do you recall approximately how many penal cases 
have been instituted ¢ 

Mr. Fensterstock. There have been no prosecutions instituted. 

Mr. CogersHati. We sent 83 cases, did we not ? 

Mr. Fensterstock. We have these figures. We have sent 1,007 
letters to contractors stating that on the basis of the information we 
had at hand and on the basis of our correspondence or other com- 
munications with the contractors that we construed the failure to file 
as being willful and that unless filing was made, we would be obliged 
to refer the matter to the Department of Justice. 

That has resulted in perhaps seven or eight hundred filings out of 
the 1,007. 

Of the balance, after considering the circumstances fully, 58 cases 
were referred by the Board to the Department of Justice. Justice 
through its efforts obtained filings from 30 of the contractors, leaving 
open on Justice’s books 28 as of this date. 

Mr. Tuomas. Thank you, sir. 





FLOOR ON RENEGOTIABLE BUSINESS 


Mr. Yates. What is the meaning of volume of renegotiable business 
below the floor ? 

Mr. CocersHatt. That means contractors that had less than either 
$250,000 when that was the floor, or when it. rose to $500,000, less 
than $500,000 renegotiable sales, but below the statutory floor for 
liability. 

Mr. Yates. This is not total sales volume but just renegotiable sales 
volume ¢ 

Mr. CoccrsHauy. That is right. 

Mr. Yates. I assume this would apply with respect to a company 
such as Boeing or Douglas or any of the aircraft companies to their 
defense contracts. 
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Mr. CocersHati. No. Boeing had as much as a billion dollars’ 
worth of renegotiable sales. 

Mr. Yates. My point was that when you talk about renegotiable 
business, it is only that portion which is the subject of a defense con- 
tract, and it does not include civilian business. 

Mr. CoccrsHatt. Renegotiable business does not include civilian 
business. 

DELAY IN STARTING RENEGOTIATIONS 


Mr. Yates. That is my point. Is this a good record of recapture you 
have made in view of the total amount of defense contracts that the 
Government has undertaken ? 

Mr. CocersHaty. We are in the midst of the heaviest cases for the 
year 1953. They do not file until 5 months after the close of the 
year and then the big cases usually, particularly in the aircraft. field, 
there must be a delay for at least a year before figures applicable to 
that year are finalized under the terms of the contracts, redeterminable 
contracts, incentive-type contracts, et cetera. 

We are at about the halfway stage on less complex business through 
the 1955 year. We are in the midst of some of the biggest. cases in the 
1953 year. As to 1954, the heaviest ones do not know their final profit 
figures for something like a year under those big defense contracts. 

Mr. Yates. We are in 1957. 

Mr. CocersHaLyL. We just moved into 1957. No one will file for 
calendar 1956 until May 1. 

Mr. Yares. Do you not have the results of the years during and im- 
mediately following the Korean war so that the aircraft expenditures 
at that time and the profits that were made out of those expenditures 
are now definitely known? You are talking about 1953. Is this 
not too much of a lag? 

Mr. CocersHatL. It is longer than we like; yes. 

Mr. Yates. Why the delay ? 

Mr. CocersHau. Because, as I testified before the Armed Services 
Subcommittee last year, for example, under the type of contracts in 
which the great aircraft business is done, they are contracts subject to 
the redetermination provisions and incentive-type contracts where the 
contract is not finished in the year. It is typically a contract with 
a 3-year run. 

A typical airframe contractor making the Sabrejet, for example; he 
starts in the year 1951 and the completions are at 1954. It is some- 
where near the end that they throw figures backward and determine 
the final price. 

They have all this interim pricing. We cannot conduct renegoti- 
ation until the results for the 1951 year and until the results for the 
1952 year are firmed up: 

We have special accounting agreements with most of the airframe 
companies where we do not commence processing the case until] 1 year 
after their original preliminary filing, because those are tentative 
figures. We had Boeing last year, for example, when we came under 
the terms of the special accounting agreement, their profits were up 
$10 million and sales down $30 million, attributable to their 1952 year. 
The results of these contracts may move up or down. They do not 
determine the figures right at December 31. It may be a year or 
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year and a half after the work has been done up to that stage. Then 
it is all thrown back. It is very complicated accounting. 

Mr. Yates. You just mentioned the word “incentive.” Are those 

rofits which are made under the incentive features of a contract sub- 
ject to renegotiation ? 

Mr. CoagrsHaLu. Yes, sir. 

Mr. Yates. They are? 

Mr. CocGresHatu. Yes, sir. 

Mr. Yates. There are no exemptions? 

Mr. CoccrsHatL. No exempt type of contracts. There are CPFF 
contracts, redeterminable contracts, incentive-type contracts, there are 
next to no fixed-price contracts done in the aircraft field whatsoever. 

They use very intricate contractual instruments with all sorts of re- 
finements, but all subject to renegotiation. 


FACTORS USED IN DETERMINATION OF EXCESS PROFITS 


Mr. Tuomas. You are talking about points in your yardstick with 
which you measure that contract. 

Mr. CoaersHALL. Yes. 

Mr. Tuomas. What are those five points in your yardstick ? 

Mr. CoaGEsHALL. Efficiency of the contractor, reasonableness of the 
costs and expenses, character of business, contribution to the defense, 
the source of capital, and net worth, whether public or private. 

Mr. Tuomas. Incentive is a point in there ? 

Mr. CoacesHaLu. Yes. 

Mr. Yates. Extent of risk assumed ? 

Mr. CoaersHatt. That is the sixth factor. 

Mr. Yares. Is there risk in the contracts of any of the big aircraft 
companies ? 

Mr. CocersHatt. In the case of a fixed-price contract, we recognize 
there is a greater risk. In the case of the CPFF contracts, we assume 
there is little. The aimed-at profit is lower for that reason. 

Mr. Yares. Are there any risks in even their fixed-price contracts 
because of the fact that you have paragraphs that permit them to re- 
negotiate so that the companies actually can come before the armed 
services, if they believe they are subject to a loss, and they can get an 
increase in the amount allowed ? 

Mr. CoeersHaLu. Not on the straight fixed-price, but that is a very 
small portion of any of those contractors’ business. 

Mr. Yates. So there is not a great deal of risk ? 

Mr. CoccesHaLu. That is our view. We and the airframe industry 
have a different point of view on it. 

Mr. Yates. I want to go back to my original question. You are 
now renegotiating the year 1953. 

Mr. CogcesHaLL. We have some completed. It was a very fat year 
in the industry. We think the year 1954—— 

Mr. Yares. Have you completed 1952? 

Mr. CocersHati. Yes; we have finished all of 1952 airframe-com- 
pany cases. There were moderate refunds in 1952. The big leap in 
production and in profits shows up in the years 1953 and 1954. 

Most of the airframe companies’ business doubled and trebled in 
19538 compared to 1951 and 1952. We found most of the airframe 
companies, not all, but most, were entitled to clearance through 1952. 
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There were some exceptions brought out in the Hébert committee 
hearings last year. 


FILINGS AND DISPOSITIONS 


Mr. Yates. May I refer your attention to page 16, “Filings and dis- 
positions.” Will you explain that table for the record, please? 

What is meant by the apparent great discrepancy between line 1, 
the floor, under the actual and estimate, and above the floor in line 2? 

Why the discrepancy ? 

Mr. CoagcrsHax.. I do not follow the question, sir. 

Mr. Yates. Let us put it this way. Will you explain what is meant 
by the “floor” and “above-floor” ? 

Mr. Cocersnatt. The floor, this is on filing; this is at a time when 
everybody had to file, even if he had no more than $1,000 worth of 
business, theoretically a dollar’s worth of business. 

Take 1955. There were 38,000 total filings made by contractors 
Of that, 7,812 were above the floor of either $250,000 applied to years 
through June 30, 1953, or above $500,000 sales for years subsequent 
to June 30, 1953. 

In that same year, that screen-out does not apply necessarily to those 
filings. In that year, there were 6,538 screened out. This includes 
a carryover or backlog from the year before. 

Then there is an assignment backlog of 5,515 from the year before. 
together with 3,946 assigned for processing. That brought the figure 
to 8,461. 

There were completed in that period 5,061. That figure, as the 
asterisk shows. had to be forced a bit because there was a difference 
in the early stages between an assignment and a case for the reporting 
of completions. A case might have included 3 or 4 assignments, repre- 
senting companies with subsidiaries, and the figures had to be adjusted. 

Mr. Yates. May I ask this question? This refers to fiscal year 1954, 
which would in turn be the same year as calendar year 1953 roughly. 

Mr. CoacesHauy. Those are filings by the Government’s fiscal years. 

Mr. Yares. That is correct, This fiscal year 1954 is that period when 
vou had your greatest defense activity, was it not? During the 
Korean war ? 

Mr. CocersHatu. For that period a great many of those cases, not 
those completed, but a great many of those in that period are cases 
which are just being completed. They have been through the field 
offices, and they are before us on review or appeal. The big cases take 
time. 

Mr. Yates. The curious thing to me is the fact that where you have 
a mandatory filing and you have such an enormous amount of procure- 
ment that you have only 21,000 contractors who filed at a time—am 
I wrong in that—I am looking at fiscal 1954. 

Mr. CoaccesHatyi. They filed with the Government commencing 
July 1, 1953, through June 30, 1954, Those filings would have been 
for their 1952 year in most cases. 

Mr. Yates. Apparenty I do not make my point clear. 

Under mandatory filing, under the mandatory type of statute, in 
one of the biggest. years of procurement, you only have 21,000 con- 
tractors who filed. 
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Mr. Coccrsuaut. No; I would not say that was the biggest year of 
procurement. It was the biggest year of appropriation and obiigation 
but not of completion, production. 

In the case of Boeing and every airframe company, we see their pro- 
duction in 1953 is 214 to 3 times what it was in 1952. That is true in 
the year 1954 also, but not in 1952. 

Mr. Yates. The purpose of my question is this. 

Mr. CocersHatu. Thirty-two thousand, take the total, not twenty- 


one. 


Mr. Yates. Thirty-two thousand contractors. But with all the busi- 
nesses and companies in this couritry we find that only 32,000 com- 
panies are subject to renegotiation ; is that correct ? 

Mr. CoacrsHaty. That is correct. 

Mr. Yates. What was the amount of procurement? The thought 
that occurs to me is that there must have been an inordinate concen- 
tration of the procurement in the hands of a relatively few companies. 

Mr. CoaersHat. I think that is true. It is true. You find you 
have 12 airframe companies, what they call the Big Twelve, with 3 
or 4 little ones like Cessna and Beach, but you have 12 great aircraft 

companies. They all tend to use many of the same people as sub- 
contractors. There are somewhere between three and five thousand 
subcontractors. About the only real division between the use of the 
subcontractors is whether they are on the east coast or the west coast. 

Boeing, Lockheed, Douglas, North American, Northrop, Convair, 
you will find there are about 5,000 subcontractors working for all 6 of 
those airframe companies on the west coast. 

On the east coast, you will find not quite so many subcontractors, 
they tend to concentrate in Long Island and in New Jersey and in my 
home State of Connecticut. You will find something like three or four 
thousand subcontractors. They are working for Republic, Glenn L. 
Martin, Fairchild Engine, Grumman and they are just the same people 
working for 4 or 5 prime contractors. 

Mr. Yates. Who files with you? Are the subcontractors required 
to file also ? 

Mr. CoccEsHatu. Yes, sir, if they are over the floor. At that time, 
they all had to file. 

Mr. Campsett. May I point out in fiscal year 1955 a total of 46,000 
were filed. 

Mr. Yates. That is still a fragmentary portion of our industry. 

Mr. CoccesHat. For all of industry, it is comparatively small. 

Mr. Yates. We have been talking about airplane companies only. Is 
General Motors in that too? 

Mr. CoaersHati, Yes, General Motors is in there too, and the other 
engine companies. 

Mr. Yates. And the shipping companies? 

Mr. Cogcrsnaty. Yes; about 200 shipping companies. 

Mr. Yates. Do you have any breakdown in your shop which would 
disclose the names of the companies that received the business and the 
portion of procurement which each received ? 

Mr. CoacesHatt. We do not have that sort of compilation. All 
prime contractors are required to indicate the amount of subcontract- 
ing and the names of their more important subcontractors above a 
certain figure. 
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Mr. Yates, Are they required to list the amount of contracts they 
receive ? 

Mr. CoacrsHatu. Yes; they are required to furnish that. That is 
not a statutory requirement but it is a requirement approved by the 
Bureau of the Budget. 

Mr. Yates. Is this confidential information ? 

Mr. CoacrsHatu. Yes, it is confidential information. 


DEFENSE PROCUREMENT 


Mr. Yates. I would be interested in finding out how much procure- 
ment each of those companies received. 

Mr. CoccresHati. Where you could get that would be from the De- 
fense Department, with its enormous organization. We turn to the 
Air Force, to the Navy, and to the Army. Those are our principal 
sources of information. 

Mr. Yates. Does the Defense Department have a list of all the con- 
tractors and the amounts that they have received of the procurement 
for a particular year ? 

Mr. CoecrsHatu. They publish those above a certain figure every 
3 months or 6 months. 

Mr. Yates. Do they do that? 

Mr. CoacrsHatt. Yes. They have been required to publish it, I 
think, for the last 2 years, or perhaps ever since Mr. Wilson has been 
there. I think it is every 3 months they send out a public statement. 

Mr. Yares. I think maybe we ought to look into that, because this 
is a very revealing figure. 

Mr. CoacrsHaty. Yes. 

Mr. Yates. And the greatest number subject to renegotiation in any 
year was 46,000? 

Mr. CocersHaty. That is right. 

Mr. Yates. Was this true following World War II too? 

Mr. CoaersHaLL. The number ? 

Mr. Yates. Was there a greater distribution following World 
War II? 

Mr. CocersHati. Yes; about 100,000. 

Mr. Yates. That at least is a better figure. 

Mr. CocersHaty. Yes, but at that time the expenditures were far 
greater. They ran $150 billion a year. 

Mr. Yates. Roughly twice what they were in 1953 or 1954? 

Mr. CoccrsHatt. No. The Defense budget, the top figure was $45 
billion. That figure for Defense is not all hardware. That includes 
salaries, clothes, andsoon. It is about 50-50. 

We go on the theory in renegotiation, if the Defense budget is $38 
billion, we are going to see following that year, 1 or 2 or 3 years later, 
about $38 billion including prime contracts and subcontracts. We 
know the hardware part of the $38 billion is about $21 billion or $22 
billion, but inasmuch is there are subcontractors subject to renegotia- 
tion, they tend to make up that cut and it is about washed out. 


REDUCTION IN NUMBER OF EMPLOYEES 


Mr. Yates. Touching on the employment, you stated the total num- 
ber of employees. What page does that appear on? Is that on page 9? 
Mr. CocersHaty. Page 9, yes. 
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Mr. Yates. Does that include temporary employees? I have no- 
ticed in the budget as I have gone through it that even the agencies 
that have boasted of cutting their total number of. permanent posi- 
tions, there has been an increase in temporary employees. 

Mr. Haccerry. We have no temporary employees. We never had 
more than 2 in 1 year, since 1954. 

Mr. Yates. If you look at the budget you will see some agencies 
have cut their permanent employees but they have increased their 
temporary employees. 

Mr. CogcrsHaty. Mr. Haggerty says we have never had more than 
2 temporary employees in any 1 year. Since I have been with the 
Board I can only recall one. 

Mr. Evins. Do I gather your personnel is down, your workload is 
down, and your appropriation requests are also down ? 

Mr. CoccesHaLy. We have made as honest and precise a request 
as we can. 

REDUCTION OF BACKLOGS 


I want to point out one thing in connection with being behind. 
First, there were a number of legislative delays, and secondly, the 
nature of the business, but my target has been to have 125 percent 
production against 100 percent intake, so that every possible effort 
is being made to get rid of the backlog which I inherited, and I know 
there were some good reasons for that. 

As I explained to the Budget Bureau, we might be able to get along 
with a little smaller budget if I were satisfied to maintain the status 
quo and have no more than 100 percent production against 100 per- 
cent intake. But I am not satisfied with that. We did 119 percent 
production against 100 percent intake last year. 

Mr. Evins. You are not by any means phasing out of business? 

Mr. CoccEsHati. The biggest part of our business is yet to come. 

Mr. Evins. Mr. Chairman you give on page 2 of your statement 
the recoveries through December 31, 1956. That does not means you 
are anywhere near current with the Board’s workload ? 

Mr. CocersHatn. We are not. We have in our pipelines today de- 
terminations made in the field coming to us either for review or on 
appeal totaling $78 million. 

Mr. Evins. You indicate your workload is cut to about half. 

Mr. Cocecrsnaty. But the remainder is the big stuff. 

Mr. Evins. With the biggest peacetime budget in the history of the 
country presented to Congress, do you anticipate that the general 
economic situation will mean an increased workload for your Board ? 

Mr. CoacesHaty. It could mean that, a year or two hence. Re- 
negotiation has been on something like a year-to-year basis. There 
have been three extensions of the 1951 act which originally ran through 
December 31, 1953. 

Mr. Evins. Ordinarily we may assume if the Defense budget. is up 
your work will increase ? 

Mr. CoccrsHatu. We are keyed closely to it. The act expires Decem- 
ber 31, 1958. The act would have to be renewed. The appropriations 
being made today probably will not get into production until 1959. 
If the act should not be extended—and we are standing aside on that; 
each extension has been requested by the Defense Department and 
not by the Renegotiation Board—then we would not touch that. We 
would just clean up results of production through December 31, 1958. 
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AMOUNT OF CONTRACTS AND RECOVERIES UNDER RENEGOTIATION 


Mr. Yates. Do I understand that of approximately $136 billion in 
orocurement only $1 billion was sesovered through the efforts of the 

enegotiation Board ? 

Mr. CogcrsHatL. When you say only that $136 billion would repre- 
sent total procurement. We deal with profits realized on sales. 

Mr. Yarers. What is the amount of profits you have dealt with? 

Mr. Fensterstock. On that figure of $136 billion, that represents 
a figure that I believe may have been taken from the ee of the 
Joint Committee and the Ways and Means and Finance Committees 
last year, and it represents total procurement by the Department of 
Defense and other departments mentioned. 

Mr. Tuomas. I took it from your justifications. 

Mr. Fensterstock. A part of that is exempt from renegotiation. 


EXEMPTIONS FROM RENEGOTIATION 


Mr. Yates. What are the exemptions ? 

Mr. CocezsHaty. You have a raw materials exemption; there are a 
great many statutory exemptions with which we had nothing to do. 
Most of them originated in the wartime period. Agricultural products 
are still exempt, and business has been exempted when it is concluded 
it has no direct connection with the defense effort. 

What the Congress has done is to have us in renegotiation concen- 
trate our efforts on the clear-cut Defense business, like airplanes and 
engines and battleships. 

Mr. Tuomas. Congress does not want to go into a price-fixing prop- 
osition. The price on a barrel of oil is set. Fabricating a piece of 
machinery is something else, is it not ? 

Mr. CocersHai. Yes. 


AMOUNT REQUESTED OF BUREAU OF BUDGET 


Mr. Botanp. How much did the Board request of the Bureau of the 
Budget for 1958 ? 

Mr. CoccrsHatu. We had not firmed up our thinking in regard to 
merging two regional boards. We could not do it as early as Septem- 
ber. We had it under consideration. Our original request was for 
$3.6 million. We did have $180,000 requested for retirement, too. 

Mr. Botanp. Does the Bureau of the Budget have a particular per- 
son who sits with you and advises with you ? 

Mr. CoecrsHatu. Yes. 

Mr. Botanp. How close a scrutiny does that person give your 
Board ? 

Mr. CocersHaut. Very close, monthly. 

Mr. Botanp. I am always confused as to what the Bureau of the 
Budget actually does. It would seem to me that when the budget 
comes to us, this committee gives closer scrutiny to it than the Bureau 
of the Budget. 

Mr. Coccesuatz. I will ask Mr. Haggerty to go through the de- 
tails. We report to them monthly; they visit our regional boards. 

Mr. Botann. Off the record. 

( Discussion off the record.) 
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Mr. Vurseiu. Mr. Coggeshall, it appears that your organization is 
bringing in a little profit over and above the expenses each year, and 
from looking at your statement and the questions that have been 
asked up to this time, that have been rather searching covering the 

reater part of the activities of the Board, it appears that you have 
— doing a very good job, and I feel like probably you and your staff 
should be complimented, knowing what you are trying to do and get- 
ting the job done in an efficient and rather thorough manner. 

Mr. CosersHaty. Thank you, sir. 


SUMMARY OF OPERATIONS 


Mr. Vursetu. Now it appears that you are rather rapidly lowering 
your employee force, and that generally the appropriations are going 
down about 1214 percent, following through on the reduction in your 
workload. 

I thought probably it would be of interest to get a thumbnail sketch 
of your operations if it can be done without too much trouble—and I 
think it would not be very difficult—if you would list in a table begin- 
ning, say, with 1952, along in there, or if you want to go back to the 
enactment of the act in 1948 ? 

Mr. CocersHaLu. 1948 was done in the Defense Department. 

Mr. Vurseti. Picking up when you people really got into business, 
and list the amount of cost to your Board annually, the amount. of 
return, the average number of employees at the beginning and each 
year thereafter, coming down to the end of this fiscal year. I think 
you have that information. It seems to me it might be of interest, 
and we could get a concise picture of it if you could furnish that for 
the record. 

Would that be a very difficult task ? 

Mr. CoccrsHauu. I think we have something that pretty well covers 
that. We have on page 22 of the budget justifications all of that ex- 
cept the average number of employees, and that could be fitted in very 
easily from this first annual report we have just made to the Congress. 
That covers the 5 years. 4 

Mr. Voursetu. I do not think I have seen that. 

Mr. Cocersnauy, It just came off the press yesterday. I sent it to 
the Speaker of the House and President of the Senate yesterday and 
to the chairmen of the Senate Finance Committee and House Ways 
and Means Committee, but I brought a few copies here this afternoon 
for members of the committee. 

I can take page 22 of the budget justification and page 16 of the first 
annual report, and I think you will find they fit together. 

Mr. Vurse.. If you can fit that information together along the 
lines I have suggested, I would appreciate it. 

Mr. Chairman, I ask permission at this time to have included in the 
record the table I have requested. 

Mr. Tuomas. That will be made a part of the record. 
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(The information requested is as follows :) 


AVEKAGE NUMBER OF EMPLOYEES, 1952-56 


Comparison of refund determinations, administrative costs, and average employment 


Fiscal year Total 








Fiscal Fiscal | Fiscal year | Fiscal year | Fiscal year 1957 through 
year 1952| year 1953 1954 1955 1956 estimate Dec. 31, 
1956 
Refund determina- | 
a $926, 003) $19, 044, 768|$119, 463, 169) $167, 256, 288|$152, 649, 327/$150, 000, 000, $609, 339, 555 
Administrative | 
expenses_. _-_......|/$1, 617,483) $5,133,231) $5,143,144) $4, 408,725] $3,881,132) $3, 675,000} $23, 858, 715 
Average employ- 
ment (man-years) - 245 wr ni 593 492 456) . . 2. cdccce 
| 








Mr. CoccrsHatu. Could I read into the record the average number 
of employees { 

The average number of employees in 1952 was 245. That is op- 
posite page 22 of the budget justification. 

The average number of employees for fiscal year 1953 was 677. 

The average number of employees for fiscal year 1954 was 716. 

The average number of employees for fiscal year 1955 was 593. 

And the average number of employees for fiscal year 1956 was 492. 

That could be added to the justification table on page 22. 

Mr. Voursetxt. Do you have it for 1957? 

Mr. CoccrsHatt. No. That would be only estimated. We have 
made an estimate of the number of employees, but we could not esti- 
mate the recoveries. I was asked last year and I said about $150 
million. I think it was $152 million. I did it by feel. If I was asked 
today I would say at least $150 million. 


EFFECT OF A BUDGET REDUCTION 


Mr. Vursetu. Now, of course, you know we are under great pres- 
sure to economize as much as we can and to see if we can come up 
with a lesser amount than the President’s budget request and, being 
under that pressure, I would ask the question. if you feel—and I take 
it you do so feel—that your budget request is about rock bottom at 
the present time if you are permitted to do the job that you would 
like to do, or is there some way whereby you might make a reduction ? 

Mr. CoccrsHatu. I am not aware of a leeway - of as much as $1,000. 
We studied this very carefully with the Bureau of the Budget. We 
had various matters under active consideration. The lar gest is mov- 
ing toward reducing ourselves by the close of fiscal 1957 ‘to three re- 
gional boards. That i is the minimum, 1 on the east coast, 1 on the 
west coast, and 1 in the Middle West. 

Of course, when you eliminate an office you cannot eliminate every- 
body in it. In other words, a merged office will be larger than either 
one before the merger, but less large than the aggr egate. The men 
in the merged office will have just as many cases to look after as the 
two offices before the merger. We have studied that out, and the 
green sheets Mr. Haggerty gave you show what is contemplated in 
that respect. 

On that basis that $3.4 million was figured just as close as we can 
figure it. We owe it to the Government and to the contractors to 


* 
: 
. 
i 
% 
t 


rr 


SS eee 


TERE 


—_ a 


ee ae 


25 


keep moving forward toward elimination of the arrears backlog. We 
always have backlogs so long as we are in business, but an arrears 
backlog is something else. 


PERCENTAGE OF WORKLOAD COMPLETED 


Mr. Tuomas. What year did you say you were operating in? 

Mr. CoacesHALL. We are operating in all years to some extent. We 
are well into 1954, but have some important ones open in 1953. 

Mr. Tuomas. You have a lot of 1955 business behind you too; do 
you not? 

Mr. CoccrsHAtt. I would like to read into the record from this 
report to Congress the percent of completion: 1948 to 1950 was 100 

ercent. In the meantime there has been one 1950 case that had not 

een filed before, so that 1950 case has recently been sent to a regional 
board. So we have one 1950 case. 1951 is 99 percent completed. 1952 
is 95.6 percent completed. 1953 is 76.6 percent completed. The unfin- 
ished portion, however, is very important. Nineteen hundred and 
fifty-four is 38.4 percent completed; and 1955, in which we are just 
getting under way, is 11.9 percent completed. 

Mr. Vursett. You have answered my next question. My next 
question was to be that you still have a fertile field to operate in, and 
I think it goes without question that the act will be exended, because 
if it were not extended we would lose a great deal of money we would 
otherwise bring into the United States Treasury. 

In addition to that, so long as we are in these large defense con- 
tracts it looks to me like you gentlemen or somebody else will have 
to work for Uncle Sam for a good long while. Would it not appear 
that way to you? 

Mr. CoacrsHat. I was asked that question last year and I said so 
long as the Congress considered sound the statement of the President 
2 years ago—that so long as over 50 percent of the national budget 
went to Defense, renegotiation should continue. The Defense De- 
partment and Bureau of the Budget backed up the President by 
approving the extension—so long as the Congress considers that state- 
ment of the President as valid, I see no end to it at this stage. 

Mr. Vursewu. I think that is a very good answer. 


JURISDICTION OF THE BOARD 


Mr. Ostertac. Mr. Coggeshall, right along that line, in the exten- 
sion of the Renegotiation Act I believe there was an important change 
with regard to limiting the area of functions of the Renegotiation 
Board to the Defense Department of our national security ? 

Mr. CoccrsHatn. Yes. That included the Atomic Energy Commis- 
sion and the Maritime Board and those contracts of the General Serv- 
ices Administration having a direct connection with Defense. ‘The 
other contracts of the General Services Administration are not sub- 
ject to renegotiation. 

Mr. Osrertac. Will you describe which contracts of the General 
Services Administration are and which are not subject to rene- 
gotiation ? 

Mr. CoacrsHatu. I was asked that question in the House Ways and 
Means Committee last July, whether most of their purchases were 
not staples. It is the stockpiling of machine tools. They also do the 
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procurement of tires. They have contracts for aircraft tires that run 
into millions of dollars a year. The General Services Administration 
makes the supply contracts in the first place for the Army, the Navy, 
and the Air Force, and generally speaking I would say about the only 
contracts of the General Services Administration we see subjected to 
renegotiation in the end are contracts of that kind; the other types, 
on the finding they have no connection with the defense effort, are 
exempt from renegotiation. 

Mr. Osrertac. Then your feeling is that so long as we remain in 
this posture of maximum national security which is costing many 
billions of dollars each year, there will be a need for the Renegotia- 
tion Board to serve as a renegotiating agency to handle these many 
defense contracts ? 

Mr. CoccrsHaty. Of course that is a decision to be made by the 
Congress. 

Mr. Osrerrac. I know, but it appears if the present policy is to be 
carried out, so long as the situation remains as it is now, there will be 
a need for that type of operation ? 

Mr. CoacrsHaty. It would so appear. 


RENEGOTIATION PROCESS 


Mr. Osrertrac. Are all the contracts that fall below the so-called 
floor, renegotiated by the agency involved ? 

Mr. CoccesHALu. Perhaps I should clarify that a little. We do not 
renegotiate any particular contract or subcontract. We renegotiate 
all the receipts under all renegotiable contracts and subcontracts in 
any particular year. We do not renegotiate the particular contract. 
The legal concept is that we renegotiate all the receipts under all 
renegotiable contracts and subcontracts in any particular year. 

Mr. Ostertac. You are known asa renegotiation board ? 

Mr. CoccrsHatt. Yes. 

Mr. Osrertac. Perhaps the intent of the law is to deal with the 
extension or continuation of contracts under certain circumstances ? 

Mr. CoaersHaty. Yes. 

Mr. Ostertac. What is your part in this matter of Government con- 
tracts if it is not renegotiation ? 

Mr. CoaersHay. I am not saying it is not renegotiation. We do 
not renegotiate any one individual contract outside of rare situations 
where we may have in 1 year only 1 particular contract and we would 
decide what was a fair and reasonable profit for him to retain on that 
1 contract, but as a rule it is a mixture of receipts under 6, 7, or 8 prime 
contracts and subcontracts, and combinations thereof, and we put them 
all in 1 pot by category and apply what we consider the proper criteria. 

Mr. Ostertac. I want to make clear whether responsibility for any 
renegotiation rests with the agency involved rather than the renego- 
tiation board ? 

Mr. CoccrsHatt. No. They sometimes redetermine, but they do not 
renegotiate. There is a distinction. 

Mr. Osrertac. You said you do not renegotiate a contract? 

Mr. CocersHaty. Not an individual contract. We renegotiate the 
results under all contracts and subcontracts in 1 year, all defense con- 
tracts subject to renegotiation. 


AT 


Mr. Osterrac. Assuming the Air Force of the United States has 
catered into a contract and during the course of events you people 
1aake a study or are called upon to review it, and you find excessive 
profits are involved and that a continuation of this particular contract, 
the original contract, is out of line. Who steps in and makes a 
clecision ¢ 

Mr. CoscrsHaLy. We make the decision, but it applies only retroac- 
cively up to the point of the year for which we are studying it. We 
do not change the terms of the contract for the future, and the con- 
tractual arrangement between the Defense Department and its prime 
contractor may be such they cannot change it for the future. They 
keep coming to us year by year so long as those contracts are in 
existence. 

Mr. Osrerrac. Then you people are primarily engaged in deter- 
mining what is proper for a contract rather than actually entering into 
a contract with the industry itself? 

Mr. CoecrsHath. That is right. We have nothing to do with mak- 
ing the contract. 

Mr. Ostertac. What is your authority when you find that there 
have been excessive profits? Do you have authority to sever all rela- 
tionships between a given industry and the Government ? 

Mr. CogcrsHatt. No. All we say is that.we find for this year $1 
million excessive profits, or $5 million, in our view, for such and such 
reasons, and then we endeavor to reach an agreement with the contrac- 
tor. 

I am happy to say that in the majority of instances we do reach an 
agreement. We have had determinations of excessive profits of ap- 
proximately 2.800, and something like 2,600, or over 90 percent, have 
entered into bilateral agreements with us for the return of $1 million 
or $3 million, whatever the case may be. 

Some 10 percent have refused to enter into an agreement with us, 
in which case we enter a unilateral order requiring them to pay. That 
10 percent may elect to go to the Tax Court within 90 days and appeal 
our findings. They have to pay, but they can sue the United States 
for a recovery on the ground that our findings do not hold water, and 
so forth. 

Approximately 40 companies have gone to the Tax Court in con- 
nection with unilateral orders issued by the renegotiation board. Of 
the 40 that have gone to the Tax Court, something like 10 have 
dropped out. All except one dropped out by stipulation with prej- 
udice, and that one was compromised by the Department of Justice. 
So we have not yet been upset in any of the cases that have gone to the 
Tax Court. We usually succeed in reaching a bilateral agreement. It 
is not easy. 

Mr. Osrertac. Let me ask you this: You are working today on con- 
tracts for the year 1952? 

Mr. CocersHaLuL. There are very few open cases for 1952. 

Mr. Osrerrac. Or 1953. Those are contracts which have been 
entered into for which funds have been appropriated and payments 
have been made ? 

Mr. CoacesHaty. Yes, We just deal with cases where payments have 
been made. 
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DISPOSITION OF FUNDS RECOVERED 


Mr. Osrertac. With regard to these recoveries, where does that 
money go? 

Mr. CoccesHatu. To the general funds of the United States Treas- 
ury, to the miscellaneous receipts of the United States Treasury, and 
not to the services.. The services with whom the contractors have the 
contracts, however, are the collecting agencies since they are in a posi- 
tion to see that Uncle Sam gets his money. 

Mr. Ostertac. In other words, these millions of dollars that you 
are recovering by way of refunds as a result of moneys expended and 
contracts let, revert back tothe Treasury of the United States and not 
to the agencies to be respent by them ? 

Mr, CoacrsHauu. That is right, 

Mr. Osrerrag. Is that accounted for in our national budget? In 
other words, is there an estimate as to your anticipated recoveries for 
this fiscal year ? 

Mr. CoccrsHaty. I do not think they make any such provision. The 
way this works, the theory is that this liability, or this finding, is one 
made before taxes. We operate before Federal taxes. Inasmuch as 
contractors have to file their tax returns and have ordinarily paid 
their taxes before they file for renegotiation, when we make a finding, 
say, of $1 million excessive profits, and the corporation has paid 52 
percent or $520,000 taxes, when they enter into an agreement with us 
they apply to the Internal Revenue Service to give them a tax credit 
against that finding of $1 million, and when that tax credit is issued, 
generally in 30 or 40 days, they send a check to the Air Force or Navy 
or Army for the difference between the tax credit of $520,000 and the 
$1 million excessive profits that we have found. 

But the Treasury of the United States transfers on its books from 
the account of tax income the whole gross amount to miscellaneous re- 
ceipts under the renegotiation heading. In other words, that is just 
for escrow, you might say, in the Internal Revenue accounts. 

Mr. Osrertaa. In other words, the Government of the United States 
would have received the bulk of this excessive profits through taxa- 
tion if you did not recover it through your operations ? 

Mr. CoecrsHaty. A little more than half. 

I would like to direct attention, however, at this stage to the very 
substantial recoveries, outside of the determinations, of voluntary 
refunds and price reductions which would never be made by a corpora- 
tion unless the renegotiation statutes were on the books. They would 
be responsible to the stockholders for refunding voluntarily. We con- 
sider that aspect of renegotiation perhaps even more important than 
the actual recoveries. 

Mr. Jonas. Most of the questions I had have been answered, but I 
have 1 or 2. 

I would like to say at the outset that I agree with all that has been 
said about the Board doing a good job, and if what I say sounds 
critical, it is just intended as an effort to have your record appear a 
little better. There is always a chance to do better, is there not? 

Mr. CoccrsHauy. We try to. 

Mr. Jonas. You try to always, at least. 
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OFFICE OF ADMINISTRATION 


I have read your justification, and while it is well put together I 
do not really find much justification in there for the Office of Admin- 
istration and the Division of Administrative Services. It seems to 
me there is a lot of overlapping, and also overlapping in the Office 
of Assignments and the Division of Assignments and Control. 

Mr. CoacksHauu. The Office of Assignments is being revamped at 
this time. That enters into our calculations of a reduced budget. 

Mr. Jonas. I am looking at the chart. It is dated January 1, 1957. 
Your only statement in justification of this Office of Administration 
is on page 25. You only have three people in there, but you have a 
Director and a Deputy Director, I do not see why you could not run 
that Office of Administration with the Division of Personnel. 

Mr. CocersHautt. The Personnel is part of the Division of Admin- 
istration. That isa subdivision. 

Mr. Jonas. Will you please explain to me why you need 12 or 15 
people in administrative positions, 4 of whom are directors or assist- 
ant directors, just to be in charge of the administration activities of 
a small board here in Washington ? 

Mr. CoccrsHaAuu. I am going to ask Mr. Haggerty to justify that 
himself. He can answer that because he works with that division. 

Mr. Haggerty. In the Office of Personnel—you cannot put these 
things in Personnel because by law you are only allowed so many 
people in the Personnel Division or so many employees. 

Mr. Jonas. That is the reason you have them over in the Division 
of the Administrative Office ? 

Mr. Haceertry. No, sir. Let me tell you what we have. Up to here 
[indicating] is mail room. You have the mailing people, all of these 
filing people, and the people to open the mail; we have one driver for 
a station wagon. These are low-grade personnel who are working 
in there. 

Mr. Tuomas. In other words, they are housekeeping employees? 

Mr. Haccerty. That is right. 

Mr. Jonas. But you have a director and an assistant director and 
you do not need that many high-ranking officials to administer about 
eight subordinates; do you? 

Mr. Hacorrty. Yes, sir; we have found over a period of time that 
you have to have them. The Civil Service Commission has set these 
grades for all supervisory people because of what they do. 

Mr. Jonas. Why cannot the Director of the Office of Administra- 
tion supervise the mail room as well as the other work ? 

Mr. Haccerry. We do indirectly; we indirectly supervise them 
all, but this man [indicating] has collateral duties. For instance, he 
is in charge of physical security. He has to check to see that the doors 
are locked and that the filing cabinets are locked, and so forth. 

Mr. Jonas. You mean the GS-12 man does that ? 

Mr. Tuomas. You do not work that man to death; do you? 

Mr. Cocersuatt. He has a lot of security work to supervise. 

Mr. Haacerty. He works in all of these various field offices also. 

Mr. Jonas. You mean the Director of the Administrative Services 
Division does that ? 

Mr. Haccerry. Yes, sir. 

Mr. Jonas. Are you the Director of the Administrative Office ? 
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Mr. Haccerry. Yes, sir. 

Mr. Jonas. What do you do? Do you supervise the directors and 
administrative people? 

Mr. Haccerry. I supervise all these people here, and in the field, 
and of course we have a deputy. In other words, he doubles in brass. 
As an example, in my position I am public information officer, I am 
security officer, I am budget officer, and I am about 4 or 5 other men, 
so to speak. They are all in this Division. Being a small agency, 
we have to do that. 

Mr. Jonas. I can see, Mr. Chairman, why you need probably more 
lawyers and more accountants, but it looks to me as if you are a lit- 
tle top heavy in administrative personnel. 

Mr. CoccrsHaLL. We are not asking for more people, sir. 

Mr. Hacerry. In fact, we have been cutting them off all the time. 

Mr. Jonas. You say you have reviewed this Office of Administration 
and you do not think you can combine some of these activities? 

Mr. Haacrerry. We have been doing that right along. In other 
words, we are doing it every day. I just recently got rid of a secre- 
tary in that office who was a No. 5 secretary. 


OFFICE OF ASSIGNMENTS 


Mr. Jonas. I will now pass on to the Office of Assignments. 

I do not see much justification in the document for three officers in 
that division when the principal duty is to screen the filings and then 
you pass them right on up to the screening and exemption committee, 
which is another group of 13 people with a $97,000 budget. 

Mr. CoccrsHati. May I say, sir, that the screening and exemptions 
committee has recently, effective on January 7, on an operating basis, 
been put into the Office of Review with a further reduction in staff. 

Mr. Jonas. I am glad to hear that, because as I read the justifica- 
tions it seems to me you have too many screening boards. 

Mr. CoacresHaty. There are three phases of screening. Mr. Semple’s 
office must pass on whether or not the filings have come in in form, 
and after they have gone through that, they go on further to the ques- 
tion of validity. Itis the most delicate operation. 

Mr. Hacaeerty. This is of January first. This is not the way the 
organization is comprised now. 

r. Jonas. You are going to combine, then, some of the activities 
of the screening committee and the Office of Review ? 

Mr. CoccrsHatn. There is set out there all the activities of screening, 
including the passing on the standard commercial article exemption, 
and all other requests of exemptions. 

Mr. Jonas. I do not wish to seem picayunish about this. 

Mr. CocersHatt. You put your finger on the point that we recog- 
nized in view of the changed legislation, and we are at work on it. 

Some of your recommendations have gone into effect already, and 
more will be in effect by fiscal 1958. 

Otherwise, we could not have set up a budget as low as $3.4 million. 

Mr. Jonas. We have had experience with agencies who indulge in 
a little pyramiding from time to time. In other words, they put one 
office on top of another. 

Mr. CoecrsHaLu. Pyramiding is a word which is anathema to me 
who did not grow up in the Government. 
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Mr. Jonas. I am glad to hear that, and I join you in that observation. 

Mr. Coccrsnatu. I am very strict on that subject. 

Mr. Jonas. Do you have hefore you our committee print ? 

Mr. Tuomas. If he does not, we will have to get a search warrant 
and go after it. 

Mr. Coacrsuatu. I think my Director of Administration has it, but 
I do not have it. 


WORKLOAD DATA 


Mr. Jonas. I do not understand yet why you say your workload— 
and I understand that to mean cases that are actually handled—has 
dropped. I do not understand why you are handling fewer cases in 
1958, for example, or expect to, than you did in 1956. I see the figure 
of about half as many, for example. 

Mr. CoaersHauyt. Well, because the Congress has raised the floor 
from $500,000 to $1 million. That is one reason. 

Mr. Jonas. That accounts for it? 

Mr. Coccrsuauu. That accounts for a good deal of it. Of course, 
we are just estimating it. 

Mr. Jonas. Pardon me, before you leave that point, I still do not 
think that answers the question I had in mind. Why should you be 
behind, then? Why do you not handle as many cases as you did be- 
fore, and you would have a smaller backlog ? 

Mr. CoccrsHaLu. We have been m: aking very pronounced progress, 
but you can just do so much at once. I do not feel w e should come in 
here and ask for the same budget we had last year. I mean, the- 


| oretically we might have wiped out the arrears at once with the same 


budget, but you have to settle one year before you can settle the 
next. Many cases come down to us on an appeal basis, and if 
there is a dispute, the regional board cannot go forward with the 
subsequent year until we have settled the prior year, and passed on its 
validity. 

Mr. Tuomas. There is a better reason than that, if you will per- 
mit a little interruption. 

Mr. CoacesHaLu. Surely. 

Mr. Tuomas. After all, your entire staff is not engaged in strictly 
renegotiation work; is it? 

Mr. CoaeesnAaty. No. 

Mr. Tuomas. You have a lot of people over there receiving appli- 

ations, and processing them, and so forth and so on. 

What you are saying is that you are going to have 25 percent 
less processing work to do this year than you did in the year before, 
and when you get through you may have about 12 percent less cases 
to handle. 

Mr. CoagersHat. Yes, sir. 

Mr. Osrertac. They involve large contracts, do they not? 

Mr. CocersHatn. They are the bigger cases; yes, sir. In a certain 
type of case you can look forward to an accountant, perhaps, com- 
pleting 40 cases or more of a certain sort in a year, and setting up 
the figures, and everything, but you can give another accountant an- 
other type of case and if he can do 4 great aircraft companies in the 
same time, he is a good man. 

We have to put our best men on these important cases. 

88278—57—pt. 13 
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Mr. Jonas. What I cannot understand was why in 1955, for ex- 
ample, there were 46,000 cases filed, and you completed 5,000 of 
them. 

Mr. CocersHaLy. We had a much larger staff at the time, and there 
was not the screening operation. The screening operation only started 
2 or 3 years ago. We used to send the great majority of the cases 
to the field. We discovered we were giving the field a lot of paper- 
work to do which was not worth doing, and we set up a screening 
process, using men of great experience, and we are now withholding 
in our Board something like 74 percent of the filings. 

Mr. Jonas. That does not seem to follow from these figures, because 
you referred to the figure of 3,000 cases in 1955, and that you disposed 
of 5,000 cases yourself. 

Mr. CoeersHaun. Yes, sir. 

Mr. Jonas. That is 8,000 cases. 

Mr. CocersHaLu. No; that 5,000 is the total completed, both in the 
field and by ourselves. 

Mr. Jonas. You only assigned to the field in 1958, or you estimate 
you will assign to the field, 1,400 cases, and will complete only 2,200 
"ases. 

Mr. CoaersHatyi. Well, we are counting on doing that with a smaller 
staif. We are shaking down to the bottom. These will involve more 
important cases. In other words, there is less of the small fry. In 
other words, we are dealing distinctly with the giants when you get 
to the great airframe companies, and companies like General Mo- 
tors, General Electric, Westinghouse, Pratt & Whitney, Boeing Air- 
craft, and so forth, and you have less and less of the small fry. 


TRANSPORTATION 


Mr. Jonas. Why do you expect to spend $5,000 on transportation 
when you spent only $782 in 1956 ? 

Mr. CogGrsHALL. We are contemplating one thing there, Mr. Jonas, 
and that is Transportation will cover the operations when we merge 
one regional board into another, which we are planning to do. 

We have got to decide whom we wish to retain and shift them from 
one city to the other, and we are obligated to pay the expenses of those 
who are willing to go to another city, and we are obligated to move 
them. 

Mr. Jonas. Have you figured out whether vou are actually going 
to save any money, or just seem to save some ¢ 


REDUCTION IN NUMBER OF PERSONNEL 


Mr. CoccrsHaty. No, sir; we are satisfied that we will save money 
because the concentrating of resources is going to come at the top. 
For example, where you have 5 regional board members, and where 2 
regional boards will have a total of 10 members, after merger we will 
have 5 members. Those are top-salaried jobs. 

Mr. Jonas. Are these regional board members paid on a full-time 
basis ¢ 

Mr. CocersHatu. Yes, sir; they are grade 15. 

Mr. Jonas. You do not plan to integrate them into the system some 
way, or will they be eliminated completely ¢ 
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Mr. CoccresHaty. We may use 1 man for liaison to carry over from 
one board to the other, and have a 6-man board for the time being. 
We found it was necessary when the Washington regional board was 
merged into the New York board to have liaison over 500 cases because 
these cases are constantly at work. We may also find we will retain 
one man who is highly trained in the law—a top lawyer. I think we 
will find a place for him in Washington because we have a vacancy 
in our legal staff. 

Mr. Jonas. Are you actually going to save some top-ranking people 
as a result of this consolidation / 

Mr. CoGcesHaLL. We believe at the moment that we will be able to 
save no more than two top-ranking people. 

Mr. Jonas. You mean you will save 2 out of 5? 

Mr. CogersHaty. Yes, sir. 

Mr. Jonas. You will save two. 

Mr. CoccrsHat.. That is right. 

Mr. Tuomas. You will “retain two,” I guess, would be better ? 

Mr. CogersHaLyt. Yes; “retain.” 

Mr. Jonas. How many actual bodies do you think will be elimi- 
nated ¢ 

Mr. CoccesHatL. What was that figure? 

Mr. Haceerry. I believe it would be close to 50. 

Mr. Jonas. That will be separated ? 

Mr. Haccerty. Yes, sir. The Bureau of the Budget figures carried 
in here actually shows 60. 

Mr. Tuomas. Thank you, gentlemen. It is always nice to see you, 
Mr. Chairman, Board members, and staff. We always look forward 
to this visit from you. 

Mr. CogcrsHati. Thank you, Mr. Chairman. I would like to leave 
with you copies of this, our first annual repert. 

Mr. Tuomas. We are delighted to have it. Thank you so much. 
Come back to see us again. It is very seldom that we have the honor 
of having a lady appear over here. She should have made a little 
speech or something while in attendance. 

We are glad to have had all of you with us. 
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1956 actual | 1957 estimate | 1958 estimate 
Program by activities: 
A, Temeieeees MEIPeTONOR.. ng. 0c cnc sence sces. econ nti $1, 718, 733 $1, 791, 590 $1, 871, 000 
is A cnn ccnnscndsunipesbeecsoqsondeéa 5, 775, 589 6, 373, 900 6, 473, 000 
3. Registration, classification, and induction.............- 18, 948, 526 20, 628, 710 21, 576, 000 
4. Special boards: 
(a) National Advisory Committee on the Selection 
of Doctors, Dentists, and Allied Specialists... 142, 732 BOO BI iivdien i Srihawen 
(6) National Selective Service Appeal Board.....--| 65, 746 75, 800 80, 000 
POR BRIO. 6:0040< pce rihanthnaigidipns 26, 651, 326 29, 050, 000 30, 000, 000 
Financing: 
Unobligated balance no longer available. .............-..- hy FRR, BOO Sh. 2 dec bbitidds Wodobspdnthecda 
Appropriation (adjusted) - ..-.<......-.-......ss--.--.5- 27, 216, 000 29, 050, 000 30, 000, 000 
BORD OPTION 4 03 ono 5 po goes cbengocccccenep presences 1, 226, 000 |.--...--... elpe dtd ennnetalletaits 
Obligations by objects 
1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions-_....-..- mem heserpeseee 5, 962 5, 953 5, 864 
Full-time equivalent of all other positions To caal 830 80 893 
Average number of all employees----...-.......-----..----.--- 7, 200 7, 300 7,300 
Number of employees at end of year: 
Civilinmentplnyees. .. 020. - 652225. .dilili ieee ska. 6, 860 6, 992 6, 992 
Military employees. ----- 314 308 | 308 
Average salaries and grades: 3 i chy hit £ tS, A 
General schedule grades: 
PAVOIG TUNE oss 6 523 6 < 500500005 $4, 166 $4, 287 $4, 435 
Awetese Gales. ...----...--.- GS-4.8 GS-+4.9 GS-4.9 
Ungraded positions: Average salary........---.-- . $3, 154 $3, 266 


01 Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base... 
Payment shee basic rates 


Total personal services.............--- 

Travel : 

Selectee travel _- , 
Transportation of things 
Communication services 

Penalty mail_._------- 
Rents and utility services nd. 
Printing and reproduction ----.-.--.-- éjdue’ satpamacna] 
Other contractual services_..--.------- rats octet: 
08 Supplies and materials__-- pidubcesind a 
09 Equipment-. 
11 Grants, subsidies, and contribt 

tirement fund____- 
Taxes and assessments oe iiawolen 
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03 Transportation of things.........-.--..-.. 
04 
05 Rents and utility services......-.--- 
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| 
Total obligations. nil 


), 412, 299 
2, 481, 929 | 
67, 570 


21, 341 | 


22, 983, 139 
655, 833 
925, 096 

60, 035 | 
530, 986 
410, 312 
142, 535 
124, 482 
291, 782 
236, 250 
198, S51 


| 
92, 025 





26, 651, 326 
| 


$21, 413, 710 
2, 861, 000 


21, 180 

24, 295, 890 
753,875 

1, 936, 000 
69, 350 
554, 900 
476, 100 
114, 400 
114, 200 


274, 355 | 


203, 700 


163, 800 | 


93, 430 | 


29, 050, 000 | 





$3, 348 


$21, 437, 555 
2, 545, 000 
76, 500 
21, 800 
24, 080, 855 
705, 875 

1, 935, 000 
54, 100 
550, 900 
510, 100 
74, 500 
114, 600 
279, 150 
188, 500 
186, 000 





1, 210, 900 
109, 520 


30, 000, 000 
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Budget authorizations, expenditures and balances 
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| 1956 actual | 1957 estimate| 1958 estimate 
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BUDGET AUTHORIZATIONS AVAILABLE | 














Appropriation. .-__... sattddawmusdaee Wdectowe pbacedeectoeane $27, 216, 000 $29, 050, 000 $30, 000, 000 
IIIA 5 a senincycndnn--bacenhapydeansoédrepith peepee 1 GEO Bi ntcs 6~ crasebsedsbict bien 
Obligated balance brought forward_...................------ 2, 001, 948 1, 848, 477 | 1, 833, 477 
Restored from certified claims account__-_.............-- Lh caeeieSi Mee SEALE B00 O00 1... tak. 
a SSS eee 
| one ~~ 
Total budget authorizations available_.................- 30, 443, 948 31, 048, 477 | 31, 833, 477 
EXPENDITURES AND BALANCES | | 
Expenditures— : | 
ee ee a a ae 24, 878, 747 27, 500, 000 29, 000, 000 
Out of prior authorizations..............-..-....-..-.---.- | 1, 910, 040 1, 715, 000 1, 400, 000 
‘Total expenditures ities co ii ee | 26, 788, 787 29, 215, 000 | 30, 400, 000 
Balance no longer available: | 
Unobligated (expiring for obligation) ..............---- Lye ees... = rit.) 
Other-. a te A cnn a gibtintinted ao---2-------- 
Obligated balance carried forward-_-_-----.- | ithe bacchdvatedake 1, 848, 477 1, 833, 477 1, 433, 477 
Total expenditures and balances._-..........----------- 30, 443, 948 31, 048, 477 | 31, 833, 477 











Mr. Tuomas. Gentlemen, will the committee please come to order? 

It is very nice to see our old friends here again from Headquarters 
of the National Selective Service System. 

Mr. VurseLt. Mr. Chairman, may I say he does not look a day 
older. 

Mr. Tiiomas. We are very pleased to have with us General Hershey, 
the Director of the Selective Service System, Col. William S. Iliff, 
Jr., assistant to the Director, and Col. Bernard T. Franck III, chief 
legislative and liaison officer. 

I might say to my colleague that the General gets younger and 
more handsome every day. 

General, do you have a statement which you desire to make to the 
committee ? 


GENERAL STATEMENT 


General Hersury. Mr. Chairman, I am going to only say one thing, 
if I may, off the record. 

(Discussion off the record.) 

I merely want to point out that this budget that we are bringing in 
here misses by about $100,000, more or less, our last year’s budget, plus 
the retirement provisions that are added. 

Mr. Tuomas. You may revise and extend those remarks when you 
receive a copy of the record. 

General Hersuey. Thank you, sir. Our appropriation for fiscal 
year 1957 is $29,050,000. However, in 1958 agency payments to the 
civil-service retirement fund which will be initiated after June 30, 
1957, plus the additional amount required for agency payments on 
FICA will total approximately $1,227,000. Thus on the 1957 appro- 
priation base it would be increased to $30,277,000. 

This request is for $30 million which allows $277,000 less to operate 
than on 1957 appropriation base. However, due to expiring legisla- 
tion this request does not include funds for the Doctors Committee for 
which $180,000 was included in our 1957 appropriation. This leaves 
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a net $97,000 lower request than the 1957 appropriation base taking 
into account the above factors. 

Our estimated work load will be greater in 1958 than in 1957. A 
million and a quarter registrants will be added and the fiscal 1957 esti- 
mated workload on the Standby Reserve was 250,000 acquisitions, and 
in fiscal year 1958 increased to 400,000 acquisitions or a total of 
650,000 cases into the program in the 2 years. 

Mr, Tomas. General, these figures and this budget was prepared, 
no doubt, in July and August of last year. 


STANDBY RESERVE PROGRAM 


What about your National Guard problems, what are your pros- 
pects, and how many draftees will you have per month ? 

General Hersuey. We have set out in here the figure of 175,000, 

Mr. Tuomas. 1750,000 to 180,000 ? 

General Hersury. Yes, sir. 

Mr. THomas. What are your prospects on those figures? Tell 
how the guard is working. 

General Hersuey. I think that is a pretty fair estimate if we do not 
have any trouble. I think the budget was made up based upon the 
fact that we were not going to have any trouble. 

We have in here funds for 400,000 to be screened into the Standby 
Reserve which brings about more responsibility. 

The screening has been slow and we have not screened a lot of 
people that I have thought we ought to screen. 

It has cost us a little more to screen the individuals than we 
anticipated. 

Mr. Tuomas. That was a duty which was placed upon you last 
year: was it not? 

General Hrersury. That is right: we had to merely estimate it. 

Mr. Tromas. What did that new act last year put on you? 

General Hersnry. It placed upon us the responsibility of keeping 
track of all standby reservists and being prepared, we think, at any 
time to decide whether or not we would permit the Armed Forces to 
recall them even if the Congress authorized them to do so. 

Even after the Congress has authorized their recs all, they could not 
recall them. In other words, there is a prohibition in the act. They 
cannot be recalled without the Director of the Selective Service par- 
ticipating. They got awful definite about it. 

Mr. Tromas. What does that mean in terms of responsibility and 
activity on your part of the program ? 

General Hersuey. Well, this past year we thought that they would 
screen 250,000. That was our estimate. It has been going a little 
slow because it gets into some things which I know you are going to 
hear more about, because the Armed Forces tried to get the Congress 
to give them authority to make men who had had 2 years and more 
service go to drill in the Ready Reserve, and Congress did not do it. 
However, Congress did not say that they had to be screened into the 
Standby Reserve. So, we have the rather peculiar situation of prob- 
ably somewhat over 1.3 or 1.4 million needing to be screened. 

Mr. Txomas. How does that screening problem arise ? 

General Hersury. The Armed Forces decide either because a man 
has fulfilled all his obligations which the Congress set up in some 
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instances, or if they decide that they cannot use a man in the Ready 
Reserve, they screen him into the Standby Reserve. Of course, it is 
a new thing, and they have been rather slowly doing it. They are 
behind schedule now. 

Mr. Tuomas. What are the grounds on which they can decide that 
they can or cannot use him ? 

General Hersuery. Well, the first thing the Congress set up was 
the fact that after he had spent, say, 2 years in active duty and 3 years 
in the Standby Reserve, then he had to be screened, but if he had any 
occupation that was not critical or in short supply, they were supposed 
to screen him out no matter whether he had completed his obligation or 
not. 

If he took the 6 months’ training and if he is a specialist, either an 
engineer or a physicist or anything like that, they were supposed to 
screen him out immediately after he has finished his first 6 months. 
Therefore, we have a great many people in the Ready Reserve who 
cannot be ordered to drill, but there is no authority which compels 
them to be screened. 

So, all that amounts to is that they are Ready Reservists who are in 
fact Standby Reservists. 

We have to be prepared at all times to take them even if they come 
in the volume of a half million or so within a year’s time. 

Mr. Tuomas. How much work, now, does that devolve upon you? 
I realize there is a lot of responsibility but what are the mechanics 
you go through to say either “yes” or “no” ? 

General Hersuey. Well, we have got to say “Yes,” when they send 
them over. The only problem is that a good many times we get these 
people and there are mistakes in people’s names and addresses, and 
you have to initiate a lot of correspondence to try to identify who 
they are and then we have to classify them either into “available’ 
or “nonavailable.” Then, of course, if you put some fellow who has 
been in it in the available class, you generally have some correspond- 
ence with him. 

Unfortunately, we have to get into the women’s business, because 
the women are in the Reserves. This is the first time we have ever 
gotten into that field. We also get into the officer business because 
officers are sent. to us and we have to put them either in the available 
or nonavailable class. 

NUMBER OF DRAFTEES 


Mr. THomas. You have estimated that for fiscal year 1958 you 
would have to furnish 175,000 draftees. 

As of today, how firm would that figure be ? 

General Hersuey. I think we do not know anything better. 

Mr. Tuomas. That would be around 15,000 a month; would it not? 

General Hersuey. That is right. 

Mr. THomas. Are you having any trouble getting that many men? 

General Hersury. No, sir; we have 1.3 million in our 1-A pool. I 
do not want to leave the impression that they are surpluses because 
they are not. They are misplaced. They should be in the Ready 
Reserve with training and no service. : 


Mr. Trostas. What about your putting the guard into active duty 
now ? 
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Genéral Hersuny. Well, our problem with the guard is that every 
man who enlists in the guard we have to keep track of. So, he has 
either a status as a registrant with liability or one that he is going 
to get if he ceases to be satisfactor y, and we do have some problem. 

It i is a very small one, but it takes time, and various individuals are 
reporting it as being unsatisfactory because many times there is a 
great deal of discussion about it. 


LOCAL DRAFT BOARDS 


Mr. Tuomas. I note you have 3,971 local draft boards, 1 to every 
county in the United States, and some Counties have 2; is that right? 
General Hersuery. Yes, sir. 


APPEAL BOARDS 


Mr. Tuomas. I note you have 93 appeal boards, and that you will 
draft 175,000 men in the fiscal year 1958, the same as the number you 
drafted in fiscal year 1957. 


PAYMENT TO CIVIL SERVICE RETIREMENT FUND 


You state that your agency is faced with the additional cost of ineet- 
ing the employers’ contribution to the civil service retirement fund 
which will be required in fiscal year 1958 for the first time. 

You state you are going to have to pay 6.5 percent and you say you 
also have the responsibility of the payment of the employees’ share 
of social security. 

These two items total about $1,226,990. 

What is the amount for social security, and what is the amount for 
civil service? How many people do you have under civil service, and 
how many people do you have drawing social security 4 

General Hersuey. Colonel Iliff, will you cover that ? 

Colonel Itirr, We have, roughly, $17,000 of this as a social security, 
and the balance is civil service. 

Mr. Tuomas. All right, for all practical purposes 99 percent of it is 
for civil service. 

How many employees do you have under civil service ? 

Colonel Inirr. I cannot answer that directly, sir. 

Mr. Tuomas. Are all your field people under civil service? When 
I say that I have reference to the local employees such as the sten- 
ographers and the clerks in the local boards. 

Are they under civil service ? 

Colonel Inirr. No, sir; they are not required to be under civil service. 

Mr. Tuomas. None of them are, as I understand it. 

Colonel Inirr. Some of them have “status,” and they are in the 
retirement system, and therefore we do have to pay for them. 

Mr. Tuomas. In other words, they had “status” prior to your em- 
ployment of them? 

olonel Inurr. Or have acquired status since, but are not hired 
under the Classification Act. 

Mr. Tuomas. You do not require them to have status to work 
for you? 

Colonel In1rr. No, sir; that is right. 
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Mr. Tuomas. If they obtain status, that is something else; is it not? 

Colonel Inirr. Yes, sir. ; 

Mr. Tuomas. Where are your people located who have civil-service 
status, and how many of them do you have? 

Colonel Inirr. They are located in the State headquarters. 

Mr. Tuomas. How many do you have in the State headquarters, 
and how many do you have in the Washington area? Is that figure, 
roughly 1,100? 

Colonel Iniurr. We have 1,100 in the State headquarters and 250 
here. In other words, we have about 1,350 in all. 

Mr. THomas. What is your total employment in the headquarters 
here, and in the field in your 4,000 boards ? 

Colonel In1rr. That represents the total. I have given you the 
totals in both the State headquarters and the national headquarters. 

Mr. Tuomas. That figures about 1,350 ? 

Colonel Intirr. Yes, sir; approximately 1,300. I can furnish the 
exact figures, if you wish. 

Mr. THomas. We will pick those up when we get to them. There 
are about 200 in the Washington headquarters, and about 1,100 in 
the State headquarters ? 

Colonel Inirr. Yes, sir. 

Mr. Tomas. How many State boards do you have? 

Colonel Inirr. We have 56 State boards. 

Mr. Tuomas. I believe you have 93 appeal boards, and this item 
of the retirement is going to cost, roughly, $1,266,000 at 6.5 percent 
based upon the salaries; is it not? 

Colonel Inirr. I think we will find quite a little of this is local 
board money. In other words, when you come over here to local 
boards, we will find how much of it is local boards. About $920,000 
is local board money. 

Mr. Tuomas. They have civil-service status, then ? 

Colonel Iuirr. Yes, sir. 

Mr. Tuomas. But, you did not require it; they just happen to have 
it, and the mere fact they are working for the Federal Government 
permits them to keep it up? 

Colonel Inirr. They can keep up their retirement; yes, sir. 

Mr. Tuomas. Suppose a clerk has a status of grade GS—9—a civil- 
service status of grade GS—9—is his compensation based upon a civil- 
service status? 

Colonel Inirr. No, sir. 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. At this point in the record we will insert pages 1, 2, 
and 3 of the justifications, and we will follow that with a table which 
appears on page 4. 

(The pages referred to follow:) 


GENERAL STATEMENT 


There is presented herewith justification for the request of $30 million with 
which to operate the Selective Service System and the National Selective Serv- 
ice Appeal Board during the fiscal year 1958. 

The Selective Service System is organized to carry out the primary functions 
of registration, classification, selection, and presentation for induction in the 
Armed Forces of the men necessary for maintenance of those forces at the deter- 
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mined strength. It also determines the availability of men for a selective call-up 
from the Standby Reserve. The collateral functions of administration, planning, 
training, and records management are also performed by this agency. 

The use by the Selective Service System of the services of over 40,000 uncom- 
pensated officials is unique in Government. These patriotic citizens give the 
strength to the Selective Service System. 

It is inevitable that these uncompensated citizens will become less enthusiastic 
in their giving of service unless adequate clerical personnel is provided. This 
request for fiscal year 1958 includes provisions for such service in project 30, 

The Selective Service System, which is decentralized, is organized on a pyra- 
midal structure, the broad base of which is the local and appeal board structure 
where the contact is maintained with the over 18 million registrants by the un- 
compensated members of the System and the local and appeal board clerks who 
staff the 3,971 local boards and the 93 appeal boards. The next largest group 
is composed of the 56 State headquarters; the relatively small group which com- 
prises the national headquarters is the apex. 

The strength of the Selective Service System lies in the fact that classification 
is the responsibility of those uncompensated civilians living in the communities 
with the registrants. They have no pecuniary interest in their position but per- 
form their tasks as a patriotic service. 

The size of the calls or the number of inductions in any given period directly 
affects only one cost factor, namely selectee travel. The inductions for fiscal 
year 1956 were 136,000. It is estimated that there will be 175,000 in fiscal year 
1957 and the same number for fiscal year 1958. The request for selectee travel 
funds is based upon this figure. 

This agency is faced with additional costs in meeting the employer’s contribu- 
tion to the civil-service retirement fund which will be required in fiscal year 
1958 for the first time. Also for the payment of employer’s share of social se- 
curity at the high rates and broadened base. These two increases total $1,226,990. 
The amount appropriated for fiscal year 1957 is only $850,000 less than that 
requested for 1958, so this request is a net $375,000 less than the 1957 appropria- 
tion taken these additional costs into account. 

Section 4 (j) of the Universal Military Training and Service Act as amended 
will terminate on July 1, 1957. This section directs the President to establish 
a National Advisory Committee to advice the Selective Service System in car- 
rying out the provisions of 4 (i) of the act. The National Advisory Committee 
on the Selection of Physicians, Dentists, and Allied Specialists was established. 
The Selective Service System is required to furnish funds for its operation. In 
view of the termination no request is made for funds for fiscal year 1958 with 
which to operate this committee. 

Executive Order No. 9988 created the National Selective Service Appeal Board. 
The Selective Service System is required to pay the members of the Board 
and “to furnish suitable office space and other necessary facilities and services.” 
This requires the System to increase its personnel in national headquarters 
to the extent necessary to meet this requirement. This budget includes a re- 
quest for funds to accomplish this purpose. 

Authority is requested to purchase a heavy sedan not to exceed $4,000 for 
replacement of the 1952 vehicle which has gone over 90,000 miles. This is for 
the official use of the Director of Selective Service. This car is used for the 


most part outside of Washington, D. C., and the condition of the present car 
requires constant repairs. 
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Selective service system—Summary of objective classification 


| 
| 1956, actual | 1957, esti- 1958, esti- 
| mated | mated 


01 Personal services_..- . $22, 983,130 | $24,295,800 | $24, 080, 855 


02 Travel: 


Administrative travel...........- 16 bod 655, 833 753, 875 | 705, 875 

Selectee travel _- .. : | 925, 096 1, 936, 000 1, 935, 000 
03 Transportation of things i 60, 035 69, 350 54, 100 
04 Communication services: 

Penalty mail 410, 312 | 476, 100 | 510, 100 

Other 530, 986 | 554, 900 | 550, 900 
05 Kents and utility services | 142, 535 | 114, 400 74, 500 
06 Printing and reproduction. 124, 482 | 114, 200 114, 600 
07 Other contractual services - . 291, 782 274, 355 279, 150 
08 Supplies and materials 236, 250 | 203, 700 188, 500 
09 Equipment | 198, 851 163, 800 186, 000 
11 Contribution to re tirement Wit ve end iekin tle Dh coemeiatiaiesb ion 1, 210, 900 


15 Taxes and assessments ...-__._- , rr 92, 025 93, 430 109, 520 





ecccecccccs-ca} 26,651,826 | 20, 060, 000 30, 000, 000 





Total _- 





OBLIGATIONS BY OBJECT 


Mr. Tuomas. The table on page 4 of the justification shows that 
your “Personal services” item for 1956 was $22,983,139; for 1957 it 1s 
$24,295,890, and for 1958 it is estimated to be $24,080,855. 


TRAVEL EXPENSE 


Your travel is $705,875 against $753,875 for 1957, which shows ¢ 
decrease for administrative travel, and selectee travel shows a decrease 
of $1,000 to $1,935,000. 


UNEXPENDED BALANCE OF TRAVEL EXPENSE APPROPRIATION 


What is your unexpended balance as of today for your two travel 
items, administrative and selectee ? 

Colonel Iuirr. I will have to furnish that for the record, sir. 

Mr. Tuomas. Do you have it there now, as of January Ist or Decem- 
ber 31 ? 

Colonel Inirr..I do not have it. I will have to furnish it, sir. 

Mr. Tuomas. Do you have any idea what it is ? 

Colonel Iuirr. I would be afraid to guess. 

(The information requested follows :) 


Administrative travel 


TIN ch a crcl caicasaninenenincanecenasis aaa eiaael $753, 875 
Recorded obligations, Dec. 31, 1956.-....-__-----__-_--___ $314, 058 
Add December obligations not recorded (estimated) -— _--- 26, 171 

Total obligations are of December 31, 1956_...________________ 340, 229 

CIRCA : DORN cinntiossit bine saraiahaeteaaiide 413, 646 


IONIAN nt eS LES 2 teenage namie nates Wi meee nies $1, 936, 000 

Recorded obligations, Dec. 31, 1956_-......._.___._-______ $741, 298 

Add December obligations not recorded (estimated) ___-__- 61, 744 803, 037 
TO OIEOG DORIC ies oink nite nncrrrnnrenti hens $1, 132, 963 


Notr.—During the 1st 6 months calls were 74,000, or 42 percent of the estimated 175,000. 
During this period we used 41 percent of the amount appropriated for selectee travel. 
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PRINTING AND REPRODUCTION 


Mr. Tuomas. I note your “Printing and reproduction” here for 1956 
was $124,482, and in that year you inducted, if my memory serves me 
right, 136,000 men. 

Colonel Iurrr. Yes, sir. 

Mr. Tuomas. It has dropped down to 114,200 for 1957. For 1958 it 
shows an increase of $400 for the same figure of 175,000 inductions. 


OTHER CONTRACTUAL SERVICES 


Your “Other contractual services” have gone up about $5,000. 

Your “Supplies and materials” are off a few points. 

Your total bill goes from $26,651,326 in 1956 to $29,050,000 in 1957, 
and up to $30 million estimated for 1958. 


DOCTOR DRAFT 


I note you are doing away with your doctor draft board this year, as 
I understand it? 
General Hersney. Yes, sir. 


PERSON NEL IN GRADE GS-15 AND ABOVE 


Mr. Tuomas. I was looking over your green sheets here, and note 
you have a lot of high personnel grades in your “Headquarters” and 
in the “State headquar ters.” 

I asked our clerk to figure out how many personnel you had in grade 
13 and above, out of your 386 employees, and I guessed it would be 
150. If my memory serves me right, it turned out to be 186 out of 
3863; is that correct? Do you have your organizational charts here, 
General, where we can take a bird’s eye view of them ? 

( ‘olonel Inirr. No, sir. 

Mr. Tuomas. I did not find it in the justifications. Did you bring 
it with you? 

General Hersuey. One of the things, of course, is 56 State head- 
quarters and 56 installations. That is one of the things involved. 
You have to have someone in each State that has some status. 


PROGRAM OF THE SELECTIVE SERVICE SYSTEM 


Mr. Tuomas. At this point in the record we will insert page 7 
of the justification. 
(The page referred to follows :) 


PROGRAM AND PERFORMANCE 


The primary purpose of the Selective Service System is classification of men 
reaching 18 years of age under the Universal Military Training and Service 
Act. The System is responsible for supplying men to keep the Armed Forces 
at their authorized strength and to the extent that their needs are not met 
by voluntary enlistment. It will be required to supply up to 175,000 men for 
this purpose in 1958, as compared to approximately 136,000 in 1956 and 185,000 
in 1957. 


1. National administration 


The overall administration of the act including planning, training, and rec- 
ords management is accomplished by the national headquarters and six regional 
field offices. 
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2, State administration 


Administration of the act within the several States is the responsibility of 
the 56 State headquarters operating under the policies determined by national 
headquarters. 

3. Registration, classification, and induction 


These functions affecting more than 18 million registrants are accomplished 
by the over 42,000 uncompensated citizens assisted by about 6,000 clerks at 
nearly 4,000 boards. It is the responsibility of these citizens to determine who 
shall be deferred and for how long in the national interest in agriculture, in- 
dustry, or other pursuits. They also determine the availability for military 
service of members of the Standby Reserve. 

4. Special boards 


(a) National Advisory Committee on the Selection of Physicians, Dentists, 
and Allied Specialists.—This committee acts in an advisory capacity to the 
Selective System in selecting physicians, dentists, and allied specialists for 
military service. It is separately administered, but funds are furnished by 
the Selective Service System from its appropriation. Legal authority for 
inducting these specialists expires June 30, 1957. 


(b) National Selective Service Appeal Board.—This Board acts on the 
classification of registrants which have been appealed to the President. It 
is under separate administration but the Selective Service System provides 
funds for its operation, 


PERSONAL SERVICES 


Mr. Tuomas. I notice on your green sheets here the total number of 
permanent positions for 1956 is 5,962, for 1957 it is 5,953, and for 1958 
it is estimated to be 5,864. 

You will have about 89 less for 1958 than you had last year, but 
I notice you have the full-time equivalent of all other positions and 
then you have an item entitled “Average Number of Positions,” that 
shows 7,200 for 1956, 7,300 for 1957, and 7,300 for 1958. 

Colonel Ix1rF. Mr. Chairman, we have some 1,500 part-time local 
board clerks, which accounts for this large proportion of full-time 
total of all other positions. 

Mr. Tuomas. How often do they work? In other words, do they 
work a half day or do they work every day ? 

Colonel Inirr. Some of them are w. a. e. and some of them work 
half time. Some of them work only 1 day a week. 

Mr. Tuomas. I notice this figure here with reference to “Positions 
other than permanent”, and you have the figure of $2,545,000 for 1958 
as against $2,861,000 for last year. 

Does that mean temporary employees, or w. a. e.’s or what is it? 

Colonel Inirr. They are either temporary employees or w. a. e.’s. 

Mr. THomas. What is the difference ? 

Colonel Inirr. Well, the temporary employee is one who does not 
fill a space. 

Mr. Tuomas. Yes; but a w. a. e. is something else? 

Colonel It1rr. They are the people who are appointed and work 
only when required. A part-time employee works a definite part- 
time schedule. 


NatTionaL ADMINISTRATION, PLANNING, TRAINING AND Recorps 
MANAGEMENT 


Mr. Tuomas. Let us look at National Administration. How many 
people do you have in the national headquarters? Before you answer 
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that, at this point in the record we will insert the table on page 20 
of the justifications into the record. 
(The table referred to follows :) 


NATIONAL ADMINISTRATION, PLANNING, AND Recorps MANAGEMENT 


Project 10-—-Summary by objective classification 

















1956 actual | 1957 esti- 1958 esti- 
| mated mated 

a agatha pieneane a andi ominanial 

01 Personal services__......- oad $1, 531,690 | $1, 594, 590 | $1, 600, 000 

eR ee a al 64, 847 | 80, 000 | 87, 000 

03 Transportation of things. aa 1, 737 | 1,000 | 1,000 
04 Communication services: | 

Penalty mail________- i year 19, 804 | 24, 000 | 30, 000 

OEE ciate ache tric .| 28, 254 | 30, 000 30, 000 

05 Rents and utility services 8, 196 6, 000 | 4, 500 

06 Printing and reproduction._._....................-...---. } 5, 996 | 6, 500 6, 500 

07 Other contractual services. _..........-.....-.--..----..-- | 16, 882 | 17, 500 | 19, 000 

OS Sunes and matertGls...... ...... 20 - Stse Su ckbd ceeded ue 29, 118 26, 000 | 28, 000 

eI ese tS See She occ eteede 11, 539 1, 500 | 5, 500 

11 Contribution to retirement fund __- POOL n diab die edd Ris A Sy pe cind coe baal 51, 300 

2G ok Oe I ad 0 dann cinciuwsctneinbn ode petiasghs | 670 4, 500 | 8, 200 

WOT OUNND. £25 Lie delhi sid ecditied | 1,718, 733 | 1, 791, 590 | 1, 871, 000 


Mr. THomas (reading) : 


The national headquarters is charged with the overall administration of the 
act, with the preparation of plans for future emergencies, with the designing and 
putting into effect a training program and so forth. 

Under personal service in 1958 you estimate $1.6 million as against 
$1,594,590 in 1957, and $1,531,690 for 1956. 

Your figures reflect an increase of about $6,000 this year over 
last year. 

How many people do you have in the headquarters ? 

Colonel In1rr. There are 247, which includes our field offices, and if 
you take that out, there would be 228. 

Mr. Tuomas. How many field offices do you have? 

General Hersuey. We have six offices. 


Strate ADMINISTRATION, PLANNING, TRAINING AND Recorps SERVICING 
Mr. Tuomas. With reference to your “State administration, plan- 


ning, training and records servicing,” at this point in the record we 
will insert pages 27, 28 and 29 of the justifications. 
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(The pages referred to follow :) 


SraTE ADMINISTRATION, PLANNING, TRAINING AND RECORDS SERVICING 


Project 20—Summary by objective classification 











| 1956 actual 1957 1958 
| | estimated estimated 
01, Personal services......:.-.----..-- je mmnree wigshied polovomron | $5,301,899 | $5, 800, 000 $5, 662, 000 
02 +Travel._-__- 7 5 : icone oa 115, 576 | 165, 000 140, 000 
03 Transportation of things. bekauwadaa : amahaesaetel 7, 849 | 8, 000 | 8, 000 
04 Communication services: | | 
Penalty mail... 2 Putco sri 50, 192 | 65, 000 | 65, 000 
Sea ee eee = oknhealtinduieiiotie 89, 030 | 100, 000 | 160, 000 
05 Rents and utility services....--_-- ad euiaedeiiren aioe 26, 755 25, 000 | 20, 000 
06 Printing and re production wi cing dite ep ct acl iene ..| 9, 449 | 7,000 | 8, 000 
Oy) Gener Gomtractal Services. < .....~ 0.22. ccencesecesecssseses] 50, 877 52, 000 | 60, 000 
08 Supplies and materials__..........-. ibe. (i333 Bei 47, 197 | 60, 000 50, 000 
EE ee ae ae - donth ann Setieme 73, 869 | 78, 000 | 100, 000 
11 Contribution to retirement fund _- : sabe akg ne bk <wdaalle Vad see ae Be 2 235, 000 
15 Taxes and assessments.-_-.....--- fection dastouk Steal 2, 896 | 13, 900° 25, 000 
Total obligations....................-...--- ears | 5,775, 589 | 6, 373, 900 wn 6, 473, 000 








The Universal Military Training and Service Act of 1951, as amended, in 
section 10 (a) (2), requires the establishment of at least one State headquarters 
in each State, Territory and possession of the United States. There have been 
established 56 such headquarters. The function of State headquarters is to 
administer the act within the respective States in compliance with the law, regu- 
lations and directives of national headquarters. In general, the primary ad 
ministration and responsibilities of each State headquarters are as follows 

1. To establish and maintain local boards and appeal boards including ar- 
ranging for office space, office equipment, securing competent personnel, and the 
selection for recommendation by the governor of potential local board and appeal 
board members for either original appointment or as replacements for members 
lost. 

2. To inform and instruct new local and appeal-board members and clerks in 
the existing regulations, policies and administrative procedures; then to con- 
tinually inform and instruct local and appeal-board members and clerks con- 
cerning local manpower situations and changes in regulations, policies and ad- 
ministrative procedures. 

8. To allocate calls to the local boards within the State on the basis of avail- 
ability and quotas established from records of manpower available for service 
and those already in the service. To do this records must be maintained of 
men available for service, men already delivered for service, men deferred 
in all classes and credits to the various communities for men in the armed 
services. Records must also be maintained to insure the deferment of men 
needed in agriculture, industry, and the national health, safety and interest 
Such problems vary in the several States. To know the needs of agriculture, 
industry, etc., it is necessary that close liaison be maintained between the State 
headquarters and these various fields of employment. 

4. To allocate funds received and operate within the fiscal limitations so 
established. To pay all liabilities incurred by both State headquarters and the 
local boards within the State. To process all personnel appointment papers. 
To arrange for the most, economical method of transportation for registrants 
and arrange for delivery of men to the examining and induction stations in 
numbers not exceeding the daily capacity of the station. This may only be 
accomplished by the proper coordinating of schedules with the Armed Forces 
and the assigning of delivery dates to the various local boards. 

5. To act as custodian and servicing agent of records. There are 54 Federal 
record depots in which are housed the remaining records of all registrants of 
World War II operations. The work of the depot consists of (1) answering 
requests for information; (2) the servicing of records and (3) the destruction 
of records when authorized. 

6. To receive from the several services the notification of transfers of person- 
nel to the Standby Reserve; to locate the local board of jurisdiction within 
the State; to assign the reservist to the appropriate local board and to main- 
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tain a record of the availability for selective call-up of reservists as established 
by the local board pursuant to Public Law 305, 84th Congress. 

These are only a few of the responsibilities of State headquarters but they 
point out the necessity for central administration within the State and the 
reasons why the operations of the local boards must be coordinated to insure a 
successful accomplishment of the mission assigned. 

Mr. Tuomas. Your State headquarters are estimated to cost you 
$6,473,000 for 1958 as against $6,373,900 last year, and against $5,775,- 
589 in 1956. 

You had a little salary increase last year, for one thing; did you not? 

General Hersuey. Yes, sir 

Mr. Tromas. What is your personnel load in your State head- 
quarters ? 

General Hersuey. Roughly, 1,100. 

Mr. Tuomas. Are all of those civil service employees ? 

Colonel Inirr. Except some 226 military personnel. 


COST OF MILITARY PERSONNEL OVER CIVILIAN PERSONNEL 


Mr. Tuomas. I note there is an item of “Excess cost of military over 
civilian.” What do you mean by that—excess military pay over civil- 
lan pay ¢ 

This is in the national] headquarters, and the amount is $44,348 this 
year, as against $40,955 last year. 

What is that item? Do you pay your military people out of this 
appropriation ? 

Colonel Inrrr. Yes, sir. 

Mr. THomas. What do you mean by “excess ?” 

Colonel In1rr. The excess is over the occupancy of the position that 
they hold. Sometimes it is up and sometimes it is down, depending 
upon what the pay scale is compared with the civilian pay scale. In 
other words, a colonel may occupy a position 15, and you would com- 
pare his pay as a colonel with the starting rate of grade 15. 

Mr. Tuomas. You are bound to pay his military pay; are you not? 

Colonel Inirr. Yes, sir. 

Mr. Tromas. Why do you give him any classification as a civilian, 
and have this item in here “Excess military pay over civilian”? 

General Hersuey. Well, probably the reason we got into it—— 

Mr. Tuomas. Does it serve any useful purpose ? 

General Hersnry. We switched back and forth and, of course, we 
have the civil service people who work on these things. 

Mr. Tomas. If you have a colonel, you have to pay him his regular 
pay, and if you have a one-star general you are going to have to pay 
him his regular pay scale out of this appropriation ; are you not ? 

General Hersiy. That is right, but you see, the Civil Service Com- 
mission comes along and orders us to set the position up on a GS basis. 
Iam not arguing about it. 

Mr. Vurseii. Are you compelled to do it? 

General Hersnry. No, sir. 

Mr. Tuomas. What is the reason then ? 

General Hersury. The reason is due to the fact that we have both. 
For instance, I have at the present time a vacancy for a division chief, 
and I cannot tell you whether it is going to be filled by a military man 
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or acivilian. Ifa civilian fills it his grade will be GS-15. Ifitisa 
military man, he will be paid according to the rank which he holds. 

Mr. Tuomas. Will he be a military man or a civilian ? 

General Hersuey. I do not know, sir. These people have all been 
around here a long time, and it is a ‘question as to who is best able to 
fill it. It does not depend upon whether he is military or isnot. It 
depends upon whether it is “John Smith” or “Sam Jones,” and if he 
has the qualifications. 

Mr. Tuomas. If you have military people filling civilian jobs, per- 
haps you ought to send them back to the military. 

General H Hersuey. That is true, but on the ‘other hi and, we happen 
to be in an area where even we do not know whether it is military 
or civilian. 

Mr. Ostertac. Do you allow a military man to retain his full rank 
while he is in this job? 

General Hersnuey. Yes, sir; because the Congress has said that no 
man shall lose any of his prerogatives because he accepts a job with the 
Selective Service System. However, I would be glad to go along 
with you gentlemen on your suggestion. 

Mr. Vursewu. Off the record. 

( Discussion off the record. ) 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND Recorps 
MANAGEMENT 


TRAVEL EXPENSE 


Mr. Tuoomas. What about this travel item in the amount of $87,000 
as against $64,847 in 1956 and $80,000 for 1957 ¢ 

In your justifications you state— 
in fiscal year 1956 necessary administrative travel was curtailed to provide 
funds for a relocation alert exercise. It was not until the fiscal year was nearly 
ended that we were notified that it was postponed to fiscal year 1957. Some 
spot audits have indicated a great need for an increased program of a thorough 
audit of personnel actions in each of our 56 State and Territorial headquarters. 

Colonel Inrrr. That has reference to the national headquarters, 

Mr. Tuomas. You further state: 


We have requested an additional $7,000 for this purpose for use by the Fiscal 
and Procurement Division. 


UNEXPENDED BALANCE OF TRAVEL EXPENSE APPROPRIATIONS 


Mr. Tuomas. What is your unexpended balance as of December 
for your national headquarters’ traveling program / 

Colonel Inirr. I would say it is roughly 

Mr. Tuomas. Now, if you are going to guess, let me guess, too. 

Colonel Inirr. All right. Iam “willing to guess. I would say it is 
about $45,000. 

Mr. Tuomas. Well, you get your records and let us not guess. Do 
you have your records here ? 

Colonel Inirr. No, sir; I donot have them with me. 

Mr. Tuomas, You can insert that information into the record later. 

(The information is as follows :) 

Unexpended balance of national headquarters administrative travel as of 
December 31, 1956, $42,333. 

88278—57—pt. 1——-4 
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Srate ApMINISTRATION, PLANNING TRAINING AND ReEcorps 
SERVICING 


TRAVEL EXPENSE 


Mr. Tuomas. You have requested $140,000 worth of travel as 
against $165,000 worth of travel Jast year. 
“C olonel Iuirr. Yes, sir. 


COMMUNICATION SERVICES 


Mr. Tuomas. Your communication services, other than mail, re- 
mains at $100,000 for this year as against $89,000 for 1956. 

Colonel Inirr. Yes sir. 

Mr. THomas. What isthe other contractual services item ? 

Colonel Lurr. That is vehicle rent, sir. 


PURCHASE OF AUTOMOBILES 


Mr. Tuomas. I notice you set up about $19,000 in that item, if my 
memory serves me correctly, outside of your money for your purchase 
program ? 

Is that figure about $19,000 ? 

Colonel Inir. Yes; it is $19,600. 

Mr. Tuomas. What is that? That is your rent money; is it not? 
In other words, in addition to 152 automobiles and trucks, you want 
$19,600 for your rental service? Does that go into your motor pool ? 
General Hersuey. It is the General Services charge on rental; 1 

it not? 

Colonel Inirr. Yes. 

Mr. Tuomas. You want to buy 26 new passenger motor vehicles 
and 18 station wagons ? 

Colonel Itirr. That comes out of equipment; yes, sir. 

Mr. Tuomas. That goes into the General Services pool; does it not ? 

Colonel Intrr. No, sir; the General Services pools only accommo- 
date a very few of our headqu: irters. Most of our headquarters are 
located elsewhere. 

Mr. Tuomas. If you are going to hire automobiles to the tune of 
$19,600, from whom are you going to hire them? 

Colonel Inirr. That is not for hire, I do not believe. 

Mr. Tuomas. It says “Cost of hire of motor vehicles.” 

Colonel Itirr. That is from the motor pools where we have them. 
With reference to the other places we are asking for new cars to re- 
place our old ones. 

Mr. Tuomas. That is what I said. You are requesting $19,600 for 
your motor pool in addition to 26 automobiles and 18 station wagons 
which makes a total of 44 new automobiles and which will give you 
a total, then, of 152 automobiles. 

Colonel Iu1rr. Yes, sir. 

Mr. Toomas. What are you going to do with all those cars? 

Colonel Iuirr. We are not getting an additional number of auto- 
mobiles. The automobiles we are asking to purchase are replace- 
ments. 

Mr. Tuomas. That is right: it gives you a total, then, of 152? 
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Colonel Inirr. Yes, sir. 

Mr. Toomas. And you want $19,600 in addition to hire automobiles 
or rent them; is that correct ¢ 

Colonel Itirr. Yes, sir. 

Mr. Tuomas. How are these 152 automobiles distributed now? In 
other words, where are they ? 

Colonel liirr. They are located in 55 of our State headquarters. 

Mr. THomas. What is the basis of your allocation ? 

Do you have two automobiles to each State ? 

Colonel Itirr. Well, in larger States we have three automobiles. 

Mr. THomas. How many do you have in the District? 

Colonel Inirr. The District headquarters has none, because we have 
a motor pool here. 

Mr. Tuomas. Is that where this $19,600 is going to be spent ? 

Colonel Itirr. That is part of it, and part of it will be spent in 
Chicago, Denver, New York City, New Orleans, Atlanta, Oklahoma 
City, and Phoenix. 


COST OF OPERATION OF AUTOMOBILE FLEET 


Mr. THomas. How much money does it take to operate these 152 
automobiles a year, and where is that figure listed in the justifications ? 
It is not listed under “Supplies and materials,” nor under “Equip- 
ment,” and certainly it is not listed under “Rents and utilities.” 

Colonel Iuirr. Unless it is listed under “Garage rental,” sir. Stor- 
age is the only thing that would come in under that. 

Mr. Tuomas. Break it down for me. What does this 152 automo- 
biles cost you for maintenance, operation, rents, utilities, or whatever 
you want to call it? What does it cost you to maintain and operate 
them ? 

Colonel Iuirr. I will have to furnish that. 

(The information requested is as follows :) 


Motor-vehicle cost, fiscal year 1956 


AIA: OU I i caecsce ns penile cineca a a rc ta To _.. $31,013 
I I iscsi ccc cies screech og ay che eee ene a apeainaracpiasemaraapie 17, 022 
COD. I isis cerriqecpnpiicnaecccinin eee eee greene 12, 076 

Otic i assis oeietisstoeau bbe eh fs 60, 111 


Mr. Thomas. How many chauffeurs do you have? 

Colonel Inirr. We do not have any in the States. We have one 
chanffeur in the District. 

Mr. THomas. That is not many. 


RENTS AND UTILITIES 


Mr. THomas. What is this $20,000 for rents and utilities under State 
administration / 

Colonel Iutrr. That is for rental in the Territories and garage rental 
where we have to pay garage rental for cars. 

Mr. THomas. You have at most three cars in the States. You are 
not going to spend too much money. 

Colonel Inirr. The bulk of that is office rental in the Territories 
where there is no GSA arrangement. 
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Mr. Tuomas. What about the “Reproduction” item, the “Other con- 
tractural services,” and “Supplies and materials” ? 

Colonel Iuirr. Reproduction is approximately the same. 

Mr. Tomas (reading) : 

Printing for State Headquarters is relatively small but some printing does not 


recur annually. 
OTHER CONTRACTUAL SERVICES 


“Other contractual services,” $60,000. 

You say that: 

The estimates are based on the use of motor pools as scheduled by GSA par- 
tially offset by the savings in repairs at the pool locations and in other places 
by replacement of very old equipment. 

What is that $60,000 ? 

You had $52,000 last year. If you do what you say there, you do 
not need 44 new automobiles. 


SUPPLIES AND MATERIALS 


In the case of supplies and materials, your 1956 cost was $47,197, 
estimated 1957 is $60,000, 1958 estimated at $50,000. You say that: 

The increase in fiscal year 1957 and 1958 is due to the cost of the Reserve 
program as partially offset by the savings in gas and oil charged to this object 
as car pools are established by GSA. 


EQUIPMENT 


In the case of equipment, your 1956 figure was $73,869, estimated 
for 1957 is $78,000 and your estimate for 1958 is $100,000. You say: 

Motor vehicle purchases for replacement represent the principal item in this 
object. The request will furnish sufficient motor vehicle equipment to be on 
a firm basis of replacement before repair costs become exorbitant. All vehicles 
to be replaced will exceed both the age and mileage standards for replacement. 
A modest replacement program for other equipment is also included amounting 
to: for 1956, actual $37,273; 1957 estimate, $37,050, and 1958, estimate, $35,850. 

A modest replacement program for other equipment is also included. 

What is the other equipment ? 

Colonol I:trr. Office equipment. 

Mr. Tuomas. You do not give us too much information. What does 
all your “other objects” add up to otherwise, compared to your salary 
costs for the whole organization ? 

General Hersuey. Six million. 

Mr. Tuomas. It is $24 million against $30 million, about $6 million, 
21 percent. We like to see it around 9 and 10 percent and we frown 
when it is more than 15, and you have 20. 

Colonel In1rr. Selectee travel is an item we have to move selectees 
with. d 

Mr. Tuomas. That is something you cannot control. 

Colonel Inirr. That is right. 

Mr. Tuomas. That is a third of it. 

Colonel Inrrr. Yes, sir. 

General Hersuey. Selectee travel, $2 million. 

Mr. Tuomas. One-third of it. That would bring it down to 14 
percent. That is not too bad. 
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Colonel Inirr. The retirement fund is the largest other item we have 
outside of selectee travel and personal services. That gets to be a 
substantial amount. 


REGISTRATION, CLASSIFICATION, AND INDUCTION 


Mr. Tuomas. We will insert page 39 in the record. 
(The page referred to follows:) 


REGISTRATION, CLASSIFICATION, AND INDUCTION 


Project 30—Summary by objective classification 








| 1956, | 1957, | 1958, 
actual estimated | estimated 
sianplititadldvinailidliniatasiatiicaatiail sna tide teanreitiacatitaiginetiaiieeamaehiaaniiaiaa ee anbeeneiiaia 

ae | 
01 Personal services...................- i ...-| $15, 963, 919 $16, 696, 310 $16, 750, 000 
02 Travel: | } 

Administrative travel_....._....-....---_----- peo 466, 269 | 475, 000 | 475, 000 

Selectee travel. _- 925,096 | 1, 936, 000 1, 935, 000 
03 Transportation of things. _._._-.- . cand cel 50, 172 | 60, 000 45, 000 
04 Communication services: | | 

Penalty mail_- 338, 448 385, 000 | 415, 000 

Other __. b4 Sainte 407, 098 | 417,000 | 420, 000 
05 Rents and utility services Fe 107, 584 | 83, 400 50, 000 
06 Printing and reproduction. lca 108, 458 100, 000 100, 000 
07 Other contractual services 4 - 223, 237 204, 000. | 200, 000 
08 Supplies and materials Ls 158, 014 | 115,000 | 110, 000 
09 Equipment aod | 112, 576 83, 000 80, 000 
11 Contribution to retirement fund_ is nie ite eee 920, 000 
15 Taxes and assessments._-._-- < cccebth den dbabbanl 87, 655 74, 000 | 76, 000 

Total obligations_........_- 


aaciitadi 18, 948, 526 28, 70 | 21, 576, 000 





is about $1,935,000. “Administrative travel” is $475,000. 

How many board members do you have in your organization ? 

General Hersuey. Around fourteen to fifteen thousand. 

Mr. Tuomas. They work free of charge and the only money you 
spend on them is $475,000 for transportation to and from their resi- 
dence. It isall patriotic service. 

General Hersuey. That is right. 


FUNCTION OF THE LOCAL BOARDS 


Mr. Tuomas. We will insert the explanatory language in the record, 
pages 40 and 41. 
(The pages referred to follow :) 


The Selective Service System, operating under the provisions of the Universal 
Military Training and Service Act, as amended, exists for the primary purpose 
of making possible the most effective utilization of the manpower resources of 
the United States. The accomplishment of this mission requires varied and sun- 
dry functions, the most important of which are registration, classification, selec- 
tion, and delivery for induction of the male citizens of the United States who by 
age are subject to the requirements contained in the act. 

The above functions are carried on in the local boards which are composed 
of little groups of neighbors on whom is placed the responsibility to determine 
who is to serve the Nation in the Armed Forces and who is to serve in industry, 
agriculture, and other deferred classifications. These members of the local 
boards serve in an uncompensated capacity and are assisted by other uncom- 
pensated citizens known as advisers to registrants, Government appeal agents, 
and medical advisers, totalling in all over 41,000. The function of classification 
in certain cases is carried over to the State appeal boards whose members are 
also uncompensated citizens of the communities they represent and at present 
number nearly 600. To assist these 42,000 uncompensated citizens in the per- 
formance of their duties, it is necessary to provide clerical help, space, supplies, 
etc., which are the supporting facts for this portion of the budget estimate. 
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In studying the fund reauirements for project 30, it is not necessary that full 
realization must be secured of the unique use by the Selective Service System 
of the services of some 42,000 uncompensated citizens who under the law make 
the classification and selection of those who are to serve in the Armed Forces 
and select those whose military obligation is to be postponed in support of the 
national health, safety, or interest. There are 4,064 local and appeal boards 
at which these people serve giving the necessary part of their time to serve the 
Nation with realization of such service being their only reward. To retain that 
service, it is a fundamental precept that adequate clerical assistance must be 
furnished. 

The Standby Reserve program has gotten off to a much slower start than con- 
templated when considering the 1957 appropriation. However, the extent of the 
work required per case is larger than anticipated. Searches have to be instituted 
to locate many of the reservists. 

Mr. Tuomas. Of that $1,200,000 how much is for your local board's 
retirement fund? You gave me a figure which does not check out. 

General Hersury. $920,000 on local boards. That is at page 39. 

Mr. Tuomas. $920,000. That is the big part of it. 

The National Advisory Committee on the Selection of Doctors and 
Dentists, is that not out this year ? 

Colonel Inirr. Yes, sir. 

Mr. Tromas. Is there any probability that that legislation will be 
reenacted ? 

General Henrsney. I defer to the Congress. 


NATIONAL SELEctTIVE Service Apprat Boarp 


Mr. Tuomas. What about your Appeal Board? We will include 
page 50 in the record. 
(The page referred to follows :) 


NATIONAL SELECTIVE SERVICE APPEAL BOARD 


Project 40-B—Summary by objective classification 


! 
| 
1956, 1957, 1958, 
actual estimated estimated 
— — anata on | : 
' 

01 Personal services__- $63, 127 | $69, 190 $68, 855 
02 Travel_. 1, 166 3, 875 | 3875 
03 Transportation of things 50 100 100 
04 Communication services: | 

Penalty mail_____- 44 | 100 100 

Other | 781 | 900 | 900 
05 Rents and utility services 
06 Printing and reproduction 46 100 100 
07 Other contractual services. . 145 155 150 
08 Supplies and materials 148 500 500 
09 Equipment 500 5) 
11 Contribution to retirement fund. ; 4, 600 
15 Taxes and assessments 239 380 320 

Total obligations___- Ra 65, 746 75, 800 *, 00 


Mr. Tuomas. How many do you have? 

General Hersury. We have the one here in Washington. 

Mr. Tuomas. Are there any in the States? 

General Hersney. Do you mean appeal boards? Ninety-three. 
This is the Presidential Appeal Board. The rest are our shop. There 
is one in each judicial district. We did not ask for that either 

Mr. Tuomas. A total of 93. Is it one in each judicial district / 

General Hersuey. Yes. We used to have one in each State. 

Mr. Tuomas. What is the total ? 





) 
) 


Dp 
0) 
0 
0) 
)) 
() 


0) 


- | eeeneneer -> 


General Hrrsuey. 93. 

Mr. THomas. Off the record. 

(Discussion off the record.) 

Mr. THomas. How many employees does the National Appeal Board 
have ¢ 

General Hersury. Those are our employees, we furnish them. The 
Executive order said we would furnish services to them. 

Mr. THomas. You pay for them? 

General Hersuey. We go through the fiction of saying they belong 
to them, but to every intent and purpose, they are ours. 

Colonel Inrrr. I believe there are seven. 

Mr. THomas. How many members of the Board ? 

Colonel Iuirr. Three. 

General Hersuey. Three. 

Mr. Tuomas. They are all attached to headquarters. 

General Hersnry. The three are Presidential appointees. 

Mr. Tuomas. A three-member Board. How many employees? 

General Hersuey. There are 7 in addition to the 3 members because 
the 7 are our people and the 3 are Presidential appointees responsible 
to the President. 

Mr. Tuomas. Ten people and a sum of about $80,000 a year 

General Hersuey. Yes, sir. 

Mr. Tuomas. You would not want to absorb that out of your 
national headquarters funds and let these people come over on your 
payroll altogether ? 

General Hersuey. They are on our payroll. They are defended 
separately and I think there is a lot of good reason for it. I do not 
like to be their agent for a lot of reasons. I think they nated like to 
maintain congressional detachment. 

Mr. Tuomas. The President by Executive Order No. 9988, dated 
August 20, 1948, as amended, created the Board. You say that: 
this Board is composed of three members and has been delegated the power 
authorized the President to determine all claims or questions with respect to 
inclusion for, or exemption or deferment from training and service under the 
Universal Military Training and Service Act, as amended, and its determination 
is final. 

You say that an appeal may be taken by the Director of Selective 
Service, by a State director of selective service, or in case of a decision 
by a State appeal board, wherein one or more members dissented. 

In other words, Joe Doaks cannot appeal to this board ¢ 

General Hersury. Not unless he gets a split vote in the appeal 
board in the State. 

Mr. Tuomas. You say that appeal may be made to the President by 
the registrant, his employer, or his oe nts, And that is only in 
the case of a split vote. You say that the National Board may take 
jurisdiction of any case upon its own motion. 

You say: 

To accomplish the processing of appeals, it is estimated there will be needed 


in addition to the 3 Board members a total of 8 employees. It is estimated they 
Will be employed 75 percent of the time. 
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NUMBER OF APPEAL CASES 


Mr. Osrertac. General, how many cases would the Appeal Board 
have in the course of a year, roughly speaking ? 

Mr. Yates. How many cases are pending ? 

General Hersuey. I do not have it here. 

Colonel Inirr. We had 250 cases in calendar 1955. They are aver- 
aging now about 16 or 17 a week. That is up and down. Bight now 
may not indicate what it will be in a year. The last 2 or 3 weeks they 
run about that. 

Mr. Osrertac. That would be a much higher rate than what the 
general record shows. 

Colonel Iuirr. Yes, sir. 

Mr. Osrertac. That seems like a small number of cases for an or- 

ganization of that kind which functions on a year-around basis. 

Mr. Yates. You have to have the or ganization though. 

Mr. Osterraa. I am sure it is necessary. 


REJECTION RATE OF SELECTEES 


Mr. Yates. Page 44 indicates that mental and physical rejections 
are 40.29 percent. Does that exceed last year ? 

General Hersury. About the same. In fact, between thirty-four 
and forty-some it has run for 15 years. The only thing is—and this is 
why it is worse now in a way—we are examining younger men than 
we did during the war. During the war we got about that rate of 
rejection on a spread clear up to 38 or 40 years of age. When you 
have men 30 years old taking it, that is one thing, but when they are 
all under 26, it is different. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Yarrs. According to the figures on page 44, if I interpret them 
correctly, you only have about 27 percent of your total number of se- 
lectees who finally wind up in zs Army. 40.29 percent are rejected 
because of physical and mental reasons. You lose 25 percent by en- 
listment and reclassification—or is that 25 percent of the remaining 
number—and you lose another 8.8 percent. The sum total is about 73 
percent. 

General Hersuey. One of the things that would lead to confusion 
on that 73 percent is that in that 73 percent are all the people that 
serve in the Armed Forces by enlistment, all the people who go into 
the National Guard and are not required by us, and all the ROTC 
people. 

The people we take are the ones that no one else has gotten any other 
way. 

Mr. Yares. This is your historical cry to this committee. 

General Hersey. Over in England, I think they take the 24-year 
olds and I believe they have shown thev have gotten 78 percent of their 
24-year olds. 1am afraid we have not done so well. They get them 
someway. 

Mr. Yates. They do not have the exemptions we have; do they? 

ne al Hersuey. No. 

Mr. Yates. They do not have the same high standards ? 
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General Hrersuey. Regardless of the standards, they take more peo- 
ple than we take. Whether it is the standards, the application of the 
standards, or lack of need, I do not know. But they have gotten all 
but about 22 percent of their people into service by the time they 
are 24. 

I suspect we do well to get 65 percent. The 73 out I am sure leaves 

the wrong impression. It is nearer probably fifty-some percent or 
up to pretty nearly 60 percent. 

Mr. Osvertac. If you will yield, I want to make clear whether your 
record of rejections was basic ally for physical reasons. 

General Hrersuery. The aggregate may be, but I believe now around 
40 percent of our people have been passed physically but did not pass 
in what they call mentally, and I mean intellectually rather than emo- 
tionally. The emotional are counted in physical rejection. 

Mr. Yates. ‘This is a literacy standard based on a lack of education ? 

General Hersnry. They do not have enough education or are not 
able to demonstrate it in the way they are asked to demonstrate it. 

Mr. Yates. What is your standard of rejections apart from enlist- 
ment? It is reasonable to have a high rate if you have 25 percent 
going into the armed services through the channels of enlistment. 
That would leave those who are potential rejectees in the remaining 
group because if they can pass an enlistment examination, they can 
pass a draft examination, too. 

General Hersnry. Yes. Of course, we get caught with the peo- 
ple who did not get in by enlistment, who did not get in the Nation- 
al Guard, who did not get in the Reserve of the 6-month program, 
and did not get into the ROTC. 

Mr. Yarers. Those are the ones in that category of losses by enlist- 
ment and reclassification 

General Hersney. Yes. 

Mr. Yares. You actually start with 75 percent of your manpower 
or your drafting power, because 25 percent are enlistees, and in the 
National Guard. 

Colonel Inirr. Those 25 percent come from those who have been 
accepted. 

Mr. Yares. Already accepted. 

Colonel Inirr. Yes. 

Mr. Yates. Or would be accepted, have been or would be. 

Colonel Intrr. Have been. We have already examined them. 

Mr. Yates. These are losses of people you have already examined 
and are in 1-A? 

Colonel Iuirr. Yes. 

Mr. Yates. What happened to the agreement you had that nobody 
could enlist after they had been classified 1—A ? 

General Hrrsury. No one, after being ordered for induction. Be- 
ing classified 1-A is almost a prerequisite for enlistment. I would not 
say it is quite. 

Mr. Yates. You are a very good recruiting service. 

General Hrersury. A lot of people do not care for us otherwise. 

Mr. Botanp. Do you have many National Guard trainees reported 
to you as unsatisfactory ? 

General Hersuey. Yes. But it is very low. 

Mr. Botanp. What do you think of the National Guard training 
as it is now ¢ 
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General Hrrsuey. I want to be fair because there is quite a bit 
of controversy now over that training. I happen to have friends on 
both sides. I want to be sure I know what you are asking. 

Mr. Botann. Off the record. 

(Discussion off the record.) 

Mr. Botanp. I want to compliment you for your promotion of the 
assistant director of Selective Service in Massachusetts to director 
of Selective Service in Massachusetts. I think he is an exceptionally 
good man, absolutely level and honest and a good administrator. 

General Hersuey. I was happy to do it. When the vacancy occurs 
the Director of Selective Service generally appoints the man the Gov- 
ernor recommends. I do not want to claim complete credit. 

Mr. THomas. When Congressman Boland puts his OK on a man, the 
estimate is accurate. 


AMOUNT OF BUDGET IN 1957 AND 1958 


Mr. Vurseii. What is the total amount you are asking ? 

General HersHey. $30 million. 

Mr. Vursetx. That is just a little more than you had in 1957, is it 
not ? 

General Hersueyr. Yes, it is a little more but with the additional 
responsibilities placed upon me, it is a little less by about $100,000. 

Mr. Voursetx. I am pretty well satisfied with your explanation and 
the answers to the questions. You have been in this job a good while 
and have been doing a pretty good job. 


PRESIDENTIAL APPEAL BOARD 


I am wondering what a Presidential appeal is and what happens. 
How many of them, if any, are successful ? 

General Hersney. I would make a guess at the present time that 
perhaps 30 percent of them are different from the local boards. Dur- 
ing the bis itran higher. During the war we had 70,000 Presidential 
appeals. I think there was a reclassification in about 40 percent. 

We handled them differently then than now. I handled them in 
World War II and I do not now. Therefore, I might be a bit pre- 
judiced toward the handling in World War IT. 

One of the things I think most necessary in a Selective Service 
System is very liberal appeals. I know it takes time and money but 
one of the things with a registrant, if he thinks somebody tells him 
he has to do something and he cannot appeal to anybody, it is a very 
bad thing. 

The cushion of our system to a larger extent than a lot of people 
realize is caused by the fact that the man can go on somewhere else. 
I encourage them to appeal to the Presidential Board. If there is 
only a glimmer of a doubt, a whisp of smoke, I think that was the way 
Justice Holmes spoke about it, you had better let him have the whole 
procedure. He feels then he was not arbitrarily taken. It is settled 
way off from where he is and nobody there knows him as an individual. 
They only know him asa record. 

Mr. Vurseru. I agree with you that it is good. The public relations 
goes with it and has a good effect. In other words, every fellow about 
to be drafted feels he has been able to petition his Government right 
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up to the top and when the final word is said, he and his people are 
generally much better satisfied. 

General Hexsury. I do not know how it eventually came out with 
a special registrant we worried about one time, but we did demon- 
strate that all levels will look at a man’s case without much formality. 

Mr. Voursewu. Off the record. 

( Discussion off the record. ) 

Mr. Voursecs. Thank you. 


CONTRIBUTION TO CIVIL SERVICE RETIREMENT FUND 


Mr. Osrerrac. There is one item in your overall budget which is 
new and perhaps accounts for a substantial part of your increase. 
That is the contribution to the retirement fund and to social security. 

General Hersury. This is the retirement fund of the civil service. 
We have $17,000 for social security but that is only for our military 
personnel. ‘The remainder is all for civil-service retirement. 

Mr. Ostertac. In other words, the contribution to the regular civil- 
service retirement fund is $1,210,900, which is new ? 

(yeneral Hersuery. That is right. 

Mr. Ostertac. You mean heretofore all employees including your- 
self were not a part of the retirement system ? 

General Hersney. No. but heretofore the Government had a sep- 
arate appropr iation to the Civil Service Commission retirement fund. 
Unele Sam paid for that some other way. 

Colonel Inurr. Direct appropriation. 

Mr. Osrerrac. Now you are required to include it as part of your 
budget. 

General Hersury. That is right. The only thing I share in that as 
an individual is a little share of that $17,000 because I do not come 
under civil-service retirement. 

Mr. Osterrac. You would not, I understand. I notice in your gen- 
eral statement you point out that this agency is faced with additional 
costs in meeting the employer’s contribution to the civil-service retire- 
ment fund which will be required in fiscal year 1958 for the first time. 
Also for the payment of the employer’s share of the social security at 
the higher rates and broadened base. These two increases total 
$1,226,990. 

General Hersnry. Yes. 

Mr. Ostertrac. Now, the “Retirement fund” for all levels—National, 
State and local, including your Appeals Board—is $1,210,900, and 
the difference is $16, 090, w hic his “Social security.’ 

General Hersury. Yes, for our military personnel. 


SOCIAL SECURITY TAXES 


Mr. Osterrac. Who comes under the “Social security”? 

General Hersuey. Military personnel. Starting on January 1 this 
year, you begin to assess the military personnel throughout. In other 
words, starting this first day of February, I have 5 years that the 
Congress gave me on social security at $1,920 a year and then I start 
paying $94 a year and the Government must match me. This sixteen 
or seventeen thousand dollars is for our approximately 300 people 
scattered all over the system who are in the military service. 
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Mr. Tuomas. We brought all the military under Social Security. 

Colonel Inrrr. Plus local board people who are not under the Re- 
tirement Act. If they are not under the civil service retirement, they 
are under social security. 

Mr. Osrerrac. You are required to meet the employer's share, but 
they, themselves, are meeting the employees’ share in this instance. 
They are not otherwise covered under retirement ? 

General Hrersury. Not the local board, unclassified people. 

Colonel Inirr. Unless they have retirement status. 

Mr. Yates. How much is the employer's share ? 

General Hersuey. $16,000. 

Mr. Yates. For civil service retirement ? 

General Hersuey. $1,210,900. 

Mr. Ostertac. We are appropriating $1,210,900. That does not say 
that is the employees’ share. 

Colonel It1rr. Employer’s share. 

Mr. Yates. I wonder whether the amount the Department is con- 
tributing is actually the amount the Jaw requires, namely, the extra 
amount to maintain the fund. 

Colonel In1rr. We were told to contribute 614 percent. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 


PERSONAL SERVICES 


Mr. Ostertac. I have one more question which has to do with 
the overall picture of personnel. Your budget request remains reason- 
ably stationary. In other words, you have a slight decrease in the 
amount required for personal service. How does the number of em- 
ployees compare with the previous year? 

Colonel Inirr. We will have to cut our force to meet this figure. 

Mr. Osterrac. Will that be a hardship ? 

General Hersuey. That is always debatable. We feel our functions 
are increasing with less personnel. 

Mr. Ostertac. Did the Budget Bureau cut you on personnel ? 

Colonel Itrrr. Yes, sir. 

Mr. Ostertrac. How much ? 

General Hersuey. As I recall, it is about $750,000. 

Mr. Ostertac. Do you believe that will work a serious hardship 
on Selective Service ? 

General Hersury. The problem I am having is this: I have certain 
functions. If we get to the place where we cannot run, we will have 
to come back or do as we did in 1950 when oe war broke out. in Korea. 

Our workload is increasing from last ye We do not have the 

calls we had 3 or 4 years ago but the calls are pavitine pretty stable for 
the past 2 years now and then for next year. 

One of the things we cannot predict is how fast the Armed Forces 
are going to start tossing Standby reservists. When they toss us 
three or four hundred thousand at a time, we figure 400,000, they 
should give us a million and a half—whether they will do it or not, 
do not know. 

I realize we have no business saying anything about that, but this 
question of trying to plan to operate in a half dozen places around this 
country in an emergency costs money that has to come out of nowhere. 
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Mr. Tuomas. Thank you, General. 
We always like to have you and your staff come up here. 


Fripay, JANUARY 25, 1957 
NATIONAL CAPITAL HOUSING AUTHORITY 
WITNESSES 


JAMES RING, EXECUTIVE DIRECTOR 

CONRAD JONES, COMPTROLLER 

LOUIS N. MOORE, BUDGET OFFICER 

HARVE V. EVERETT, HOUSING MANAGEMENT OFFICER 


SALARIES AND EXPENSES 


Program and financing 








1956 actual | 1957 estimate| 1958 estimate 





Program by activities: 
Maintenance and operation of title I yen (total obli- 




















gations) pheke dda ukiires hb vdnadatanesedeeetumeda amare $37, 835 $38, 000 $42, 000 
Financing: 
Unobligated balance no longer GUI, 6. «.- cata nn seni 565 |- PS eee 
DOIETIOR 2. dniccheiasriecbotondscortenn’ clatiataiiiiatia 38, 400 38, 8,000 | 42, 000 
Obligations by ware 
seventeenth castle 4 " 
1957 actual - 7 1957 estimate | 1958 estimate 
| 
Average number of all employees. -_..............--...-----.-. 5 5 | 5 
Number of employees at end of year__............-...--....--| 5 | 6 | 5 
Average salareis and grades: 2. a ae ; | se 7 
General schedule grades: | 
Average salary._............ >. Jeb db daabdbinh cab $5, 275 $5, 372 $5, 396 
EERE: Salle a a ae aise eae: GS8-6.7 GS-6.8 GS-6.8 
Ungraded positions: Average salary......................- | $3, 726 


01 Personal Services: 
Positions other than permanent__..........-.......-..- $20, 513 $20, 593 $20, 351 
‘ 








Payment above basic rates_.............-..-- s aaleldniadienil 690 | 580 | 
ne I I a ck. nessa bannmdkawnsnnied | 21, 203 | 21,173 21, 077 
il i, ee A A eee Ses ee 72 55 
04 Comamuimication services... .......5.--....-4<-5-n--5455i.-5 | ) | 227 250 
05 Rents and utility services........- : < eeauaaaniad 4, 343 | 4, 665 
06 Printing and reproduction.............................--- 63 50 
07. Other comtractual services..................--<.-.---.-.:. 264 | 5, 868 
GS Deueen amie Materials... oo co it deck | 3, 978 | 6, 683 7, 535 
Oy ING ci ceeaat = abies Heteabe de magepenevlasmmenen | 22 | 2,175 | 1,17 
11 Grants, subsidies, and contributions: | | 
Contribution to retirement fund..............--.-..-- isa on co 1, 322 
Total obligations............- odowieil iba spuba | 37, 835 | 38, 000 | 42, 000 
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Budget authorizations, expenditures and balances 


| 1956 actual 1957 estimate 1958 estimate 











BUDGET AUTHORIZATIONS AVAILABLE 


I a lk ari iene enon Giiek ial oe $38, 400 $38, 000 | $42, 000 
Obli | 


gated balance brought forward---.........-.--.--- septebe 5, 400 2, 830 | 3, 420 
Total budget authorizations available.................-- 43, 800 | 40, 830 45, 420 





EXPENDITURES AND BALANCES 


Expenditures— 
} 











Out of current authorizations. -....................----..-| 35, 006 34, 580 38, 600 
CUS OE TROT GUROTURAEIONS 5... | 2 cacccncccccencneccnchssts 5, 374 2, 830 3, 420 
a a St Noo ceacee 40, 380 | 37, 410 42, 020 
Balance no longer available: | 
Unobligated (expiring for obligation)................-.-.-- Oe 1 <ndosiresenelnchcaiein Sigel 
a eet ed eel niin cere onetuocuadeusne | in aie ee 
Obligated balance carried forward_..........--.-.--------------| 2, 830 | 3, 420 | 3, 400 
Total expenditures and balances..............-.-------- 43, 800 | 40, 830 45, 420 





Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us the National Capital Housing Authority and its 
Director, Mr. Ring, and we also have with us Mr. Everett, manage- 
ment, officer of the Housing Authority; Mr. Conrad Jones, comptrol- 
ler ; and Mr. Louis N. Moore, the budget officer. 

Mr. Ring, we are quite familiar with your problems here and if you 
have a statement for us, we will certainly be delighted to hear from 
you. May I say it is always a privilege and pleasure to see you and 
your staff. 

If you have a statement for us, we will be glad to hear it. 


GENERAL STATEMENT 


Mr. Ring. Thank you, Mr. Chairman. It is always a pleasure for 
the Authority to appear before this committee which has distinguished 
itself by its interest in the work that we are doing in Washington. 

Our Authority, as you know, operates as the local public housing 
agency for the District of Columbia and we appear principally in con- 
nection with the annual budget estimate for an appropriation for the 
maintenance and operation of a small but significant portion of our 
program consisting of properties developed by the Authority in the 
years 1936 to 1938, properties that were built on the sites of former 
slums in the District of Columbia. 

We present also today schedules and statistics on the major parts of 
our operation, costs of which are defrayed through nonappropriated 
funds under the provisions of the United States Housing Act and the 
regulations of the Public Housing Administration. 

We are available, of course, to respond to questions as to any 
part of the Authority’s program. I think that may serve as a prelimi- 
nary statement. We welcome the questions of the committee. 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. Mr. Reporter, at this point will you insert pages 1, 2, 
3,4, and 5. 
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(The pages referred to are as follows: 


JUSTIFICATION FOR APPROPRIATION REQUEST, FiscaL YEAR 1958 


The National Capital Housing Authority was established in 1934 under terms 
of the District of Columbia Alley Dwelling Act (48 Stat. 930, amended by Public 
Law 7338, 75th Cong.). In accordance with this law the Authority is the local 
public housing agency in the District of Columbia and has as its financial objec- 
tive the assurance, at the least practicable cost to the Government, of an ade- 
quate supply of dwellings for families of low income whose housing needs are not 
met by private enterprise. The Authority seeks to provide dwellings without 
profit or loss except for subsidy provided by law to reduce rents below cost levels. 
The general objectives of the National Capital Housing Authority are (1) a city 
rid of all its slums, (2) a city with good dwellings for all its people. 

At July 1, 1956, the Authority had the following dwelling units available for 
occupancy : 

Program : 
Number of 
dwelling unite 





REY ns ereuene IE o,  ccacudusnicmen chaeaudtendeinwoana ss cajislan a earaeaeibeaeclea 112 
eee en ——— ee 
a ee TIN I hescitcscinsnrviincistnics teen hoes nbs antllidadmaeaeetnnastalaihinindietlienabtaane 5, 292 


Our local public housing activities (conducted under title II of the Alley Dwell- 
ing Act) consist of the operation of 5,180 dwelling units and the development of 
4,139 additional dwelling units of low-rent housing. Title II activities are super- 
vised by the Public Housing Administration and are financed by loans serviced 
from rental income and subsidy. Since no direct appropriations are required, 
supplemental reports and business-type financial statements covering title I1 
activities are included in the budget submittal for information. 

The title I program, consisting of 112 dwelling units (on 5 sites) and com- 
mercial units (on 4 sites), is the only part of our operations requiring a direct 
appropriation. The appropriation is less than the receipts derived from oper- 
ation which are covered monthly into the Treasury. Actual receipts and expenses 
for fiscal year 1956 are compared below with estimates for fiscal year 1957 and 
fiscal year 1958: 


1956 actual | 1957 estimate | 1958 estimate 





stdidepte $56, 661 | $55, 829 | $55, 410 


Rental receipts. - - - - : ahapteeate a 
NO. on aden uhasnshount seis ducinn aia etde de Mout 37, 835 | 38, 000 | 42, 000 
Excess of receipts over expenditures_........_- iat 18, 826 | 17, 829 13, 410 


The following schedules pertain to title I fiscal operations: 


Statement relating appropriation estimate to current appropriation 


Maintenance and operation of properties: 





re sinters asrmnaiitin te Micisdicinnieudiadbtisbimmccuete aaa $38, 400 
Se nL NINN as Aina sdancbhieden tdeib ibaa ch ew eisnSianscqunsiseicdltmattene’ 39, 000 
agus Qppcopriation. in annual Sebenccccicinn en cncncenceemcce eens 38, 000 
Total new obligational authority for 1957_._.._.....-..__________ 38, 000 
Deductions : 
ae eee eee 163 
OI ccna caccatcosinncn th dtiamin althialecmaidninsa shel icin ial anes tice dtdauhcl mech 5, 958 
a aka ta cates de cet ann toad tied eee ieee notation ee cee 31, 879 
Additions: 
UNION he ith cis eine ed is i a oe Ie 2, 345 
IE cites tacient Chine icici & ite teegimee 7, 776 
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Analysis by activities 





| 





|Deductions| Additions | 





Activities 1957 1958 

_ a hen | | —___—___|— - —_ 
Routine cost: | | | 

caer cee eee emit a Be eet Sa $139 | $9, 334 

De dd SO Se dda esate cadisl. BE i cknnsvecs 214 | 3, 185 

By a btn dh wnichennns seasesi ddbbbuadaes DP btn nniienss 670 | 10, 498 

4. Repairs, maintenance, and replacements. - _....- 10, 048 | heen 9, 885 

5. Contribution to retirement fund.................}........._-. Fe ee ee 1, 322 1, 322 

Total routine cost.......-..-.------.---------- 32, 042 | 163 | 2, 345 | 34, 224 

Nonroutine cost: eer | ; Be | wy TVOmr ak 

i. Major repairs and replacements - __.............- 5, 873 5, 873 7, 376 | 7,376 

2. Operating improvements. _.................--..- 85 | 85 | 400 | 400 

| en 5, 958 5, 958 7,776 | 5, 776 

le | 38,000; 6,12 | 10,121) — 42,000 





Reconciliation of operating income with Treasury receipts 


Operating income during year---.-.....-- 
Plus: 
Prior-year receipts deposited during current year 
Court costs (paid by tenants but not included in income) 
Net decrease in tenant accounts receivable 
Net increase in security deposits__ on 


Total additions_ 


Less: 
Current-year receipts deposited in subsequent year. 
Net decrease in prepaid rents. . 

Uncollectible accounts - -- wine ; 
Net decrease in security deposits.-. 
Total deductions. -_-_- 


—_— ian 
| 1956 actual 

i , | 
$56, 278 
| 

| 5, 237 
| 64 
| 2, 315 


7, 616 


4, 745 
5 


~o 


2, 416 
x 


7, 233 


56, 661 | 


1957 estimate 


$56, 514 | 


4,745 
| i 


20 


4,815 


4, 700 | 


| 800 


| 5, 500 | 


55, 829 
| 


Estimated Federal capital invested in title I properties 


Nov. 12, 1934 | July 1, 1956 to | July 1, 1957 to | 


| 
|to June 30, 1956) 
| 
} 


SE Linickdeatenchdiabicneecccun | $1, 281, 837 
Less: | 
Reversion of unexpended balances.____ __| 


115, 843 
Operating receipts deposited in Treas- | 


ury '!. : ceceeeetitian cela | 711 164 | 
Sale of public lands and buildings | 2, 923 | 


Sale of equipment_-.-__- 5 
Transfer of O’Brien Court at book | 
value ?__ > 


re = 119, 000 | 


Total deductions..................--] 948, 930 | 
eniiae eS") 3 ye.) 3 332, 907 | 
Less: Additional amount to reflect transfer 

of O’Brien Court at appraised value 2__ | 


441, 400 


Net investment of U. S. 


Government in | 
title I properties___. | 


(108, 493) | 


1 Includes cash-in-transit deposited in subsequent year. 


June 30, 1957 


$38, 000 | 
i, 363 | 
55, 784 


20 | 
il 


57, 208 | 


(19, 208) | 


(19, 208) | 


June 30, 1958 | 


$42, 000 | 


565 | 


55, 360 | 


| 
55, 925 | 
hiahied c 


(13, 925) 


(13, 925) | 


1958 estimate 


$55, 710 


4, 700 


-_ 


, 650 
400 


5, 050 


85, 410 


Total as of 
June 30, 1958 


$1, 361, 837 
117, 771 
822, 308 

2, 943 
41 


119, 000 
1, 062, 063 


299, 774 


441, 400 


(141, 626) 


2 Public Law 156, 80th Cong. authorized transfer at appraised value without exchange of funds. 


| 
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Title I properties 


—_—_——— ooo 


Dwelling Development 





units cost 
Dwelling properties: | 
Hopkins Place (remodeled) -.-_------- Sabeasaien 11 $27, 586 
Hopkins Place (new).......-.-- tenth eile i iat ie ee oi die 12 46, 312 
Jefferson Terrace . 4 : ; 16 | 118, 494 
St. Mary’s Court Apartments. an ‘ ; hae j Jttiuode 24 | 140, 000 
V Street houses : a 18 97, 573 
Williston apartments... -..........-.- : d na ; 31 1 38, 554 
oath ind pane akGcuntdoddilgkincdanddamenéumnkmocherteeimeadndene 


| | 
112 | 568, 519 
} = — —_——— 
Nonresidential properties: | 
Brown’s Court (5 garages)... ..........-- sesievive | pbick eel Fate 9, 728 
Douglas Court (17 garages) -. Se J 26, 927 


-| 
Ruppert’s Court (shop) - - --- potcad 9, 762 
Stanton Court (7 garages) .........--.---- . of shea ee 8, 247 
Semen _ penne on — 

} 
Ses Sdiosn bn ei ihn kn LE LI 54, 664 


Total, land, structures, and equipment oa TERM AP SESE TRE AL 112 | 623, 183 


Mr. Tuomas. We will summarize this right quick. Title I covers 
about 112 units; is that correct? That is what we are concerned with 
here. But under title Il, which program does not come to this com- 
mittee for funds as the money provided is the subsidy that is appro- 
priated each year to the Public Housing Administration plus your 
rents and revenues, you take care of 5,180 units. 

I understand you have about 4,139 additional units building under 
titleII? Is that correct? 

Mr. Rina. That is substantially correct. 


Trrte I Actriviries 


Mr. Tuomas. As far as this hearing is concerned, you are seeking for 
your operating expenses this year, $42,000 which will be derived from 
rents and revenues, as against $38,000 last year. The funds that you 
will spend, the $42,000, are for maintenance and repair of 112 units. 
Your current revenue out of the 112 units will be in the neighborhood 
of $55,410 and your spending $42,000. Does that summarize it cor- 
rectly ? 

Mr. Moore. That is right. 

Mr. Tuomas. Gentlemen, any further questions ? 


FEDERAL GOVERNMENT SUBSIDY 


Mr. Vursetx. I would like to be enlightened just a little. Where 
does the Government subsidy come in on this and how much is there 
of it? 

Mr. Moore. On this title I operation, sir ? 

Mr. Vursexzt. Under title I. 

Mr. Moore. The only subsidy that we receive in connection with 
the title I program is a rather indirect one. The Government put up 
the capital for the constuction of the title I properties. Weare exempt 
from District of Columbia taxation because we are a Federal agency. 
We do not have in the operation of title I properties the question of 
debt service as such. Inasmuch as the money came to us and was 
spent, there is no bonded indebtedness. Therefore, what we are doing 


88278—57—pt. 1 5 
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now is to operate these properties in such a manner that our rental 
receipts will exceed our expenditures over a long period of time. I 
think that this has been obvious for about 10 years during which we 
have deposited and will continue to deposit into the Treasury approxi- 
mately $12,000 a year in net income. That is the excess of receipts 
over expenditures. 

Mr. Vurse.u. In other words, most of this property was taken over, 
I presume, wasn’t it, by your Authority and a lot of it was already 
going? 

Mr. Moore. No, sir, I believe—— 

Mr. Voursett. Has it all been new construction ? 

Mr. Moore. The title I program is new with the exception of 11 
remodeled buildings at the Hopkins Place property. 

Now, Hopkins Place contains 23 units, 12 new and 11 remodeled. 

Mr. Vurseiu. In other words, you are handling about 112 units 
and you say to this committee that the rentals and so forth are taking 
care of the expenses and that there is no Government subsidy in this 
each year because of your peculiar setup ¢ 

Mr. Moore. There is no direct subsidy. Our subsidy as such is the 
absence of debt service and the District of Columbia tax exemption, 

Mr. Vursetu. That is quite satisfactory. 

Mr. Tuomas. I think Congressman Vursell would like to have a 
more inclusive answer. For the record, what is the total amount 
of money furnished to the Housing Authority for the District of 
Columbia by the Public Housing Administration in the way of subsidy 
for rent? That is an annual figure that you usually put in the record. 
What was it last year? 

Mr. Moorg. Title IT isa different matter. 

Mr. Tuomas. I understand. 

Mr. Vursetu. We are speaking of title I now only. I think title I 
is a little different picture; isn’t it ? 

Mr. Ring. Quite different. 

Mr. Tuomas. Quite different. What is the debt figure? 

Mr. Jones. The annual contribution which we received from the 
Public Housing Administration for fiscal year 1956 was $1,134,056, 
The accumulated amount that we have received from the beginning 
of our operations 

Mr. Tuomas. Is that the latest figure you have ? 

Mr. Jones. Yes. 

Mr. Tuomas. Excuse me, sir. 

Mr. Jones. The accumulated amount we have received since the 
beginning of operations is $4,124,920. 

Mr. Vursetu. Does that apply only to the 112 units or does that get 
into the alley dwellings? 

Mr. Jones. That applies to title II of the Alley Dwelling Act which 
is the public housing constructed under the 1937 United States Hous- 
ing Act and subsequent amendments. 

Mr. Rive. No part of that subsidy, Mr, Vursell, goes to the 112 
units. 

Mr. Tuomas. That is the only self-supporting activity in the whole 
outfit, the 112 units under title I; isn’t it? 

Mr. Voursetu. I believe that is all the questions I have on title I. 
I might have something when you get into the title IT. 
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NONRESIDENTIAL PROPERTIES 


Mr. Botann. How do you happen to have nonresidential properties 
under title I ¢ 

Mr. Rive. The answer to that, sir, is that in the early stages of the 
Authority’s operations it was pioneering in a completely new field. 
The Hopkins Place property, for example, was mentioned a moment 

o. It represents the first public housing constructed in the District 
of Columbia and the first attempts at rehabilitation of old housing for 
low-income families. 

In connection with the nonresidential properties, those were built 
on the sites of alley houses, houses built on the interiors of blocks in 
the district, hidden slums, if you will. The Authority’s staff at that 
time studied the various blocks, found that entire blocks could be pro- 
tected from blight by removing those alley houses. In quest of a 
profitable use for the land thus cleared of slums, we erected garages 
and a repair shop. 

Mr. Boutanp. Are there any more new dwellings coming in under 
title 1, or is that all through ¢ 

Mr. Rine. There has been no new capital for title I. 

Mr. Botanpv. Do you think there ought to be more new capital for 
the title I activity for the city of Washington ¢ 

Mr. Rina. I believe that in a great measure the provisions of the 
Redevelopment Act of 1945 take over and further expand the original 
purposes for which title I was created. 

Mr. Botanp. Lhope that istrue. Off the record. 

(Discussion off the record.) 

Mr. Ringe. You have noticed in that same area, street houses that 
are the remnants of what used to be good, old residential neighbor- 
hoods. 

Mr. Botanp. I would think so. 

Mr. Rina. They have been converted to roominghouses for years, 
badly overcrowded and Heaven only knows today what the conges- 
tion rate is. 

Mr. Botanp. Off the record. 

(Discussion off the record. ) 

Mr. Vursett. Now, I would like for the record, for you to state 
again how much this title I act has cost the Federal Government in 
subsidies to date, if you have that, without too much investigation. 

Mr. Rina. The title I portion of our program has not cost the Fed- 
eral Government one cent in subsidy. Our only subsidy, as Mr. Moore 
has said before, and this is largely a matter of terminology, is a nega- 
tive type of subsidy in the form of freedom from local taxation, grant- 
ed by the District Government and the absence of debt service. 


RENT SCHEDULES 


Mr. Vurseint. Let me ask you: What is your scale of rentals there, 
fairly good? If you will pardon my lack of knowledge here, this is 
low-rent housing, is it, under title I? 

Mr. Ringe. Yes, sir; low-rent housing. 

Mr. Vurseitit. What do you regard as low-rent housing? What are 
your rental schedules, just briefly ¢ 











66 


Mr. Moore. They are identical with the rent charges that are estab- 
lished for title II properties, with one exception, and that is that we 
have established higher minimum rents because of the absence of 
direct subsidy. I have a copy of our present rent scale which became 
effective in 1953, which I can give to you, sir, that would answer bet- 
ter the question that you have asked. But in general, we charge any- 
where from 22 to 25 percent of a family’s income for rent. 

Mr. Vursetu. That is about all you could afford to charge and be 
about normal and that probably runs pretty well through the title II 
as well. 

Mr. Moore. About 22 percent of the income is a rent that we charge 
the families with lowest incomes. When they approach the point w here 
they are becoming ineligible as a result of being over the income we 
are charging appr -oximately 25 percent of rent. 

The rent scale which I will give you shows the family incomes after 
exemptions for minors and the rent charges for the contract rents 
that are charged at specific properties. Iw ‘ill mark the title I proper- 
ties in red on here for you. 

Mr. Rive. I think it might be well to indicate to Mr. Vursell for 
the record the scale of rentals in the title I properties in accordance 
with the income steps. 

Mr. Moore. At Hopkins Place, Jefferson Street, and V Street, where 
the tenant is required to supply the coal for space heating, electricity, 
and gas, we start with a rent of $27 which is consonant with an income 
of $1,900. We increase the rents in accordance with income until 
tenants become overincome. In 4-bedroom units at Jefferson 
Terrace, tenants with an income of $4,360 would pay us $81. How- 
ever they become overincome at about—these income limits have 
changed on us in the last year 

Mr. Voursex.. I think that 

Mr. Moore. It runs about $65 or $68. 

Mr. Vursetn. If you have an extra one of those schedules, I would 
be glad to look at it. 

Mr. Moore. The only thing that is not correct on the scale is the 
scale of income limits shown on the right-hand side that is crossed off 
and you have the revised income limits in the justifications which have 
been submitted to you. 

Mr. Rina. Those limits were revised within the past 18 months 
for the purpose of taking account of the fact that there was a larger 
supply of one-bedroom units available on the private market. Ac- 
cordingly, we reduced our maximum limit for admission to the smallest 
units from $2,900 to $2,700. 

Mr. Vursewu. That is all, Mr. Chairman. 








OCCUPANCY TURNOVER RATE 


Mr. Botanp. Is the turnover of families very substantial? After 
they reach the income limitation, must they then try to find a place 
and move out? What has been the turnover in tenants in the past 
year, roughly, would you say ? 

Mr. Moore. I can only answer this generally, sir, because I am not 

absolutely sure. Our average turnover in the past year has been about 
20 percent. In other words, sometime during the year about 1 out 
of every 5 of our tenants will leave us for one reason or another, most 
of them not being overincome. 
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Mr. Rina. That 20 percent, by the way, is what might be called 
an unrefined figure because we find that the larger part of that turn- 
over will occur among the tenants of the smallest units. 

Mr. Tuomas. Since it is the cheapest rent and the best quarters they 
can get in this area, why do they move? 

Mr. Rine. That is a very good question, Mr. Chairman. 

There are a variety of reasons that are given, as a matter of fact. 

Mr. Tuomas. Do they stay within the area when they move or do 
they move way beyond the area / 

Mr. Rive. I believe that they stay within the area. 

Mr. Tuomas. Why is it that they move? 

Mr. Rive. There are several factors. One may be because they 
know they are approaching the income limit for continued occupancy. 
Another reason which has been given is that they wish to avoid the 
necessity for reporting income changes as they occur. 

Mr. ‘THomas. What supervision and inspection do you have over 
them? Maybe they want to get away from that. 

Mr. Ringe. Of course our managers and maintenance employees 
keep a resaonably good check on the dwelling units. 

Mr. THomas. What part of that 20 percent do you ask to move for 
various reasons! Are there any misconduct cases involved ? 

Mr. Rina. Yes, there are cases of lease violations, of rental delin- 
quencies, and causes of that kind. 

Mr. Tuomas. You don’t throw a person out for not paying rent, 
do you ¢ 

Mr. Rivne. We do, but out of many hundreds of cases during this 
last fiscal year, actually only 39 evictions resulted. 

Mr. 'THomas. Were any of them for lack of payment of rent, your 
evictions, or were they misconduct cases ¢ 

Mr. Rine. The great majority of those were for nonpayment of 
rent. 

Mr. Tuomas. Here is a man who is sick and can’t work, willing 
to work but he can’t work; maybe he can’t get a job. Do you throw 
him out because he can’t pay his rent ? 

Mr. Ring. Certainly not, if we have an opportunity to learn what 
the circumstances are. When we find such situations, the manager is 
always alert to advise the necessary public or private social agencies. 

Mr. 'THomas. What part of your tenants now can’t pay their rent 
on account of one cause or another ? 

Mr. Moore. I think that is in the justifications. 

Mr. Tuomas. I didn’t find it. Point it out tome. That is a good 
sentence, under management expenses here. 

Mr. Moorr. Under title I 

Mr. Toomas. What page is it ? 

Mr. Moore. Page 14. 

Mr. Tuomas (reading) : 





We do not discriminate against families receiving public aid in selecting 
tenants. The number of public-aid families is constantly changing as a result 
of families going on or coming off of relief rolls. At June 30, 1956, there were 
448 families (not included in above tabulation) receiving all or a major part of 
their support from this source. 


That doesn’t answer the question. 
Mr. Moore. Perhaps I didn’t understand it. 
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Mr. Tomas. That is 450 families out of 5,000 that are skipping 
paying you rent because the charity organizations are paying you, 

Mr. Rive. That statement isn’t a direct response. Frankly, I do 
not know what that figure is, Mr. Chairman. We would be glad 
to supply it for the record. 

(The information referred to is as follows :) 

At the close of December 1956, 691 of the Authority’s 5,292 tenants were in 
arrears on rental payments. Experience indicates that most of these accounts 
will be collected routinely or by court action. Analysis of this total as to those 
who cannot pay and those who are able to pay but are delinquent for other rea- 
sons is not available. However, in view of the assistance provided the tenants 
by public and private relief agencies the number who temporarily cannot pay 
represents a very small portion of the total. 

Mr. Jones. I think it might be significant to point out at this june- 
ture that our collection losses on all these activities are slightly less 
than 1 percent of our total rental income. 


FAMILY SIZE LIMITATION 


Mr. Botanp. I presume that a good number of these people moved 
because, as you indicated, some of the units get too small, as their fam- 
ilies grow, and they have to move out. Do you keep a pretty sharp 
look at the number of people who reside in a particular unit? 

Mr. Rrna. Yes, sir; we do. 

Mr. Boranp. Do you limit the number of people who might live in 
a particular unit? For instance, in a 1-bedroom unit or 2-bedroom 
unit ? 

Mr. Rivne. Yes, sir. That is limited for two reasons: First, because 
we are making a strong and deliberate effort to conform to the pro- 
visions of the District of Columbia Housing Code, and because, also, 
we want to be assured of good standards for the housing under our 
management. 

Mr. Botanp. I would think you would do that because failure to 
do that would get the property in disrepair and the reason for these 
housing units is to get away from that type of housing where you 
have a great many people in one room. I am glad you do that. 

Mr. Rina. Yes, that is one of our problems. On our waiting list 
today are a very considerable number of large families for whom we 
have no vacancies, but we would not admit those families to the 
smaller units of the Authority which would simply result in over- 
crowding and destruction of the property. 

Mr. Boranp. What would be the largest family to be taken care of 
in the title I properties? 

Mr. Rivne. In the 4-bedroom unit, I should say that, depending on 
the age and sex of the members of the family, we could house a fam- 
ily of 12. 

Mr. Moore. Ten to twelve. Ten at admission and twelve for con- 
tinued occupancy. 

Mr. Botanp. What is the largest number of bedrooms you have in 
title II units? 

Mr. Rrne. We have some 5-bedroom units. Those are small in 
number. 

Mr. Botanp. Thank you, Mr. Chairman. 

Mr. 'THomas. Thank you, gentlemen, very much. It is always nice 
to see you and we enjoy talking with you. 
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Monpay, January 28, 1957. 


FEDERAL HOME LOAN BANK BOARD 


WITNESSES 


ALBERT J. ROBERTSON, CHAIRMAN OF THE BOARD 

IRA DIXON, MEMBER OF THE BOARD 

WILLIAM J. HALLAHAN, MEMBER OF THE BOARD 

CLARENCE 8S. SMITH, ASSISTANT TO THE BOARD 

SIMON H. TREVAS, ATTORNEY, OFFICE OF GENERAL COUNSEL 
WILLIAM H. HUSBAND, GENERAL MANAGER, FS&LIC 

VERNE C. BONESTEEL, DIRECTOR, DIVISION OF EXAMINATIONS 
THADDEUS CORCORAN, BUDGET OFFICER 


ADMINISTRATIVE EXPENSES 


Program and financing 





19.6 actual | 1957 estimate| 1958 estimate 








| 
Program by activities: | 
1. Executive direction and staff services_.- $378, 272 $409, 960 | $503, 004 
2. Examination and supervision of Federal home loan 
III. a <caciar neg ticiiegin sic wai =f 151, 180 | 151, 979 | 182, 497 
7 














3. Supervision of Federal and State-chartered institutions. 172, 406 | 186, 377 | 270, 113 
4. Chartering of Federal savings and loan associations and | 
branches thereof..........-.------ anu nnemnes el 62, 790 65, 107 80, 843 
5. Fiscal and housekeeping services. - --- witiin tse die 207, 299 | 223, 277 263, 543 
ae Renae expenses... ee 971,947 | 1,036,700 | — 1, 300, 000 
Financin | 
U nobligated balance no longer « vailable_-_............---- 6, 453 |... ek 
asia anal 
Daan os concudedbeuieconcons Suassuccueneesunes | 978, 400 1, 036, 700 1, 300, 000 
Accrued administrative expenditures by objects 
| 1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent positions coos Shen aeanieees 163 163 | 181 
Average number of all employees_- -- bab takeeneeneree 126 137 161 


Number of employees at end of year-- sf . 136 142 166 





Average salaries and grades: 
General schedule grades: 














Average salary... ..- aaa a . ies khaktel $6, 182 | $6, 342 | $6, 392 
Average grade... _.--- sete hce ae .| Gs- 8.3 | GS-8.5 GS-8.6 
01 Personal services: 
Permanent positions ss ssn a Al $840, 757 | $933,110 | $1, 098, 969 
Regular pay above 52-week base- --- Se ee | 3,685 |_... aha 4, 502 
Payment above basic rates... 32 nit BE Ecos no a cnet eee aren 
Total personal services sgcecomeel 849, 839 | 933, 110 1, 103, 471 
Deduct portion not chargeable to limitation. _---- 1,112 | Li edt 
Net personal service - ------ bs bos "848, 727 933, 110 | 1, 102, 471 
UE «a. dt. cctdaddege dheban ce dnancs oe 40, 310 | 41, 060 | 48, 500 
03 Transportation of things.-.......... gecaineesnl 1, 034 500 | 1, 250 
04 Communication services -- ‘ pete) dh dudads 20, 684 | 25, 885 | 28, 080 
05 Rents and utility services.................---..-- es 1, 254 | 2, 690 | 2, 725 
06 Printing and reproduction - _--- 4, 290 4, 500 | 6, 415 
Gi; Other caomtrnetual services. - 2... 66.6242. .-- nesses ui... 7,402 | 6, 395 | 6, 740 
Services performed by other agencies Sindee | 7, 927 6, 825 | 8, 415 
08 Supplies and materials_- Ronen 15, 895 14, 605 | 23, 269 
09 Equipment 23, 205 | 725 | 4, 800 
ll Grants, subsidies, “and contributions: Contribution to re- | 
ROIS TOE sv scaied «co megeadedddensyes ntrentetns |e -- nana --| 65, 200 
15 Taxes and assessments._.____--- taudcbenes theses 1, 219 465 1,135 
Total accrued administrative expenditures.__........-- 971, 947 | 1, 036, 700 | 1. 300, 000 
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NONADMINISTRATIVE EXPENSES 


Program and financing 


———e 


1956 actual | 1957 estimate | 1958 estimate 





Pregee by activities: 
Executive direction and staff services.-.............-.- $150, 769 $171, 945 $205, 607 
2 Examination of savings and loan assoc iations..._____- 3, 213, 721 4, 117, 05 55 5, , 459, 398 








Total nonadministrative expenses_.._...........---- 3, 364, 490 | 4, 289, 000 5, 665, 000 
Financing: 

Unobligated balance no longer available..............---- 749101 2.3225. 3 iio 

Cambie OTIS 27. SIOAVANW. JACLY | 3,438, 800 | "4,289, 000 5, 665, 000 





Accrued nonadminstative expenditures by objects 





1956 actual | 1957 estimate | 1958 estimate 


— - neeee sinhenniaiai i Se 





Total number of permanent positions._........-...__- : 487 | 573 645 
Average number of all employees. .-.-...........-...-..------- 412 | 525 | 626 
Number of employees at end of year..__.........-...--.------ 463 573 633 


Average salaries and grades: 
General schedule grades: 

















on ect 2S) Wo. in caneswabeuentia $5, 387 | $5, 682 
a i 5 5 OE BEDS cb dd b Sats conn deine ‘. | GS-8.2 | GS-88 
01 Personal services: | 
Permanent positions. . po cbte@bisslidestl weaust $2, 231,731 | $2, 851, 508 $3, 571, 355 
Regular pay above 52- -week base . De tied Sle 9, 450 oe ; 13, 835 
Payment above basic rates...............- 5 663 i Sou 
Total personal services... __- pcabhnctunwal 2, 241, 844 | 2, 851, 508 | 3, 585, 190 
Deduct portion not charges able to limitation....- ae 10, 855 |....-. | aed 
ian eee i i cnsecccccaddacscdoceoowdt 2, 230, 989 | 2, 851, 508 | 3, 585, 190 
th Oe 7 aabie at ‘ | 895, 710 | 1, 173, 532 | 1, 552, 600 
03 Transportation of things ___._- ; J i .| 3, 259 | 2, 550 | 3, 000 
04 Communication services ‘ | 43, 162 51, 870 | 61, 800 
05 Rents and utility services_____- : | 46, 361 | 51, 000 55, 000 
06 Printing and re production - ‘ ae ‘ pr. | 9, 034 8, 600 | 9, 100 
07 Other contractual services - - - “ | 8, 580 | 11, 990 | 13, 525 
Federal Home Loan Bank Board services- 97, 195 103, 670 | 130, 000 
Services performed by other agencies___- : 620 | 630 | 7) 
08 Supplies and materials-- AG ; 13, 321 | 14, 340 18, 735 
09 Equipment samen beads joer 13, 908 18, 000 16, 500 
11 Grants, subsidies, and contributions: Contribution to | 
NE I ois da de cess oS jenn mdses Pe oe ied 217, 400 
I: EU i re 2, 351 “1, 400 | 1, 400 
Total accrued nonadministrative expenditures.......... 3, 364, 490 4, 289, 000 5, 665, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us this morning the Federal Home Loan Bank Board 
which is now one of our strong, independent agencies and perhaps 
should have been that way for a long time. 

It is nice to have with us the new Chairman of the Board, Mr. Albert 
J. Robertson; Mr. Dixon, a Board member; our old friend around 
here, William Hallahan; Mr. Smith, assistant to the Board; and Mr. 
Husband, who is well and favorably known to the committee as Gen- 
eral Manager of the Insurance Cor poration. We also have Mr. Bone- 
steel, Director, Division of Examinations, and Mr. Corcoran, the very 
able budget officer, and Mr. Trevas, attorney in the Office of the 
General Counsel. 

It is nice to have all you gentlemen with us. 

Mr. Chairman, do you or any of your colleagues have a statement 
for us? If so, we would be delighted to hear from you. Your record 
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is so fine, so we wouldn’t mind your doing a little bragging on your- 
selves. 
GeNERAL STATEMENT 


Mr. Rosertson. I have a short statement here which, with your 
permission I will read. 

Mr. Chairman and members of the committee my name is Albert J. 
Robertson, Chairman of the Federal Home Loan Bank Board. This 
is my first appearance before this committee. I appreciate the op- 
portunity of appearing before you to discuss the 1958 budget estimates 
of the Federal Home Loan Bank Board. 

The document already submitted to this committee supporting the 
agency’s budget estimates justifies in detail each aspect of the various 
estimates. My comments will be confined to the growth of and the 
activity in the savings and loan business during the past fiscal year 
and the prospects for the current fiscal year and fiscal 1958. I shall 
also comment on the estimates and the thinking behind them. 

The continued high employment, economic growth, and the stability 
of the general economy of the Nation is reflected in the savings and 
loan business. ‘Through the encouragement of thrift and homeowner- 
ship, the business has been and is a significant contributor to the ex- 
ceptionally rapid growth of our Nation’s economy. 


EXPANSION OF SAVINGS AND LOAN BUSINESS 


During fiscal 1956, the savings and loan business continued to ex- 
pand. All of its activities reached new peaks, but percentagewise the 
gains made were smaller than in the previous year. The following 
statistics reflect this trend: Membership in the Federal Home Loan 
Bank System at June 30, 1956, was 4,382, an increase of 110 members 
since the previous June. In the same period, membership total assets 
increased by 16.5 percent, reaching $39.5 billion. 

Mortgage loans made by member savings and loan associations in 
fiscal 1956 aggregated $10.5 billion a new record and an increase of 
2 percent over the peak figure established in fiscal 1955, despite a drop 
of 10 percent in housing starts last year. 

Of this amount, approximately 45 percent went for home purchases, 
36 percent went for construction, and 19 percent for home improve- 
ments, remodeling, etc. In terms of dollars, the mortgage loans made 
by savings and loan associations, the largest single source of home- 
mortgage funds in the Nation, last year represented 36 percent of the 
Nation’s home financing. It has averaged 36 percent each year since 
1950. 

The gross flow of savings into member associations during fiscal 1956 
was $14.2 billion, an increase of 18 percent over fiscal 1955. However, 
withdrawals in the same period amounted to $9.3 billion, leaving a 
net inflow of $4.9 billion, or an increase of 7 percent for the period. 
Considering the keen competition for savings, this is a very creditable 
showing. This latter increase compares with an increase of 18 per- 
cent for the previous year. Increases were also reflected in earnings, 
reserves, and the number of new savings accounts. 


FEDERAL HOME LOAN BANK SYSTEM 


The combined capital of the 11 regional Federal Home Loan banks, 
owned entirely by their members, increased during the year by 19 per- 
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cent, reaching $589.7 million. The capital of the banks increases in 
much the same ratio as loans held by the membership. 

_During the same period, the banks’ combined assets reached $2.3 
billion, an increase of 33 percent. Net income increased 13.7 percent. 
Investments increased 64 percent. Loans made to members amounted 
to $949 million. Repayments aggregated $792 million, an all-time 
record. Loans outstanding to members at June 30, 1956, amounted 
to $1.2 billion. Offerings of consolidated obligations aggregated $1.5 
billion, an increase of 176 percent over the previous year. 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


In the Federal Savings and Loan Insurance Corporation, member- 
ship increased by 128, reaching 3,600 at June 30, 1956. Members’ 
assets reached $36.9 billion, an increase of 17 percent. Reserves and 
undivided profits increased by 19 percent to $2.4 billion. 

The Corporation’s insured liability at June 30, 1956, was $32.1 
billion, an increase of 17 percent from the year before. Its reserve for 
insurance losses reached $197 million, an increase of approximately 16 
percent in the same period. The Corporation’s insurance losses from 
the begining to date are slightly in excess of $5 million, about 2 per- 
cent of cumulative gross income to date. 

Mr. Tuomas. Are those figures in the justification of the Insurance 
Corporation ? 

Mr. Roperrson. They are, yes. 

Mr. Tuomas. What pages are they on? 

Mr. Corcoran. Page 82. 

Mr. Tuomas. It is underlined here five times. I don’t know why in 
the world I didn’t remember it. Go ahead. 

Mr. Rosertson. As of July 31, 1956, the Corporation had retired 
$59 million of its capital stock, held by the Treasury, leaving $41 mil- 
lion still to be retired. Full retirement is expected to be completed 
by July 1959. 

In terms of return on its capital stock, the Corporation paid the 
Treasury $1.3 million last July for fiscal 1956, bringing the total re- 
turn paid on its stock to over $41 million. 

Turning now to the prospects of the savings and loan business for 
the current fiscal year and 1958, it is expected that all phases of its 
activities will remain strong and at a high level. Total assets, home- 
mortgage lending, new savings, reserves, and surplus are all expected 
to continue their upward climb. We estimate that the associations will 
lend approximately $10.5 billion in the current fiscal year, the same 
amount as last year. 

As we see it, the real challenge facing the savings and loan business 
in 1957 is the great need for more savings by the American people to 
meet housing loan demands. A good job done by the savings and loan 
business in promoting more thrift among the people will serve a two- 
fold purpose. It will channel more money into the housing market 
and at the same time should have an anti-inflationary effect on the 
general economy. 

The rapid expansion of member savings and loan associations in 
recent years is resulting in a steady increase in the number and the 
complexity of problems demanding the attention of the Board. These 
are primarily problems of examination, analysis, supervision, and 
regulation. 
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BUDGET FOR FISCAL YEAR 1958 


The agency budget, as you know, is presented in three parts con- 
sisting of : 











! 
Unit Employees Budget 
menenemmmnmeee 208) oh alo oof. a5 op tatbaaeebebecemescses Jett 174.3 | $1,300, 000 
Division of Examinations-__- : nendcncsecesced hhhbel castes 626. 4 5, 665, 000 
Federal Savings and Loan Insurance Corporation... -_-- at am a aly Pe eager 89.3 700, 000 


Te nod ten dN ote bb maida pees hgtdidd Beihai deidlgdal 890.0 | 7, 665,000 


The budget was developed in the light of two major assumptions: 
First, the need for strengthening both operations and staffs where nec- 
essary to handle the increasing workloads and maintain operations in 
a current status; and, second, that there will be no basic change in 
economic conditions during the budget year. 

The estimates for 1958 provide for increases in both manpower and 
dollars. We believe that these increases are adequately justified in 
our submission. The increases requested are outgrowths of demands 
made upon the Board, its staff units, the Division of Examinations and 
the Federal Savings and Loan Insurance Corporation. The budget, 
in general, reflects responsibilities of an agency which will be super- 
vising a $50 billion business. 

Thank you, gentlemen, for the opportunity of making this state- 
ment and my associates and I shall be pleased to answer any questions 
you may wish to ask. 

Mr. THomas. A very nice statement, Mr. Chairman. It is very 
much to the point and very instructive. 


BIOGRAPHICAL BACKGROUND OF MR. ROBERTSON 


Will you be kind enough to tell us a little something about your- 
self for the record. We are delighted to have you with us and we 
hope you like us and I know we will like you. You are always wel- 
come over here. 

Mr. Rosertson. I was born in Minneapolis, Minn., and received my 
education in the public schools there. I was graduated from the Uni- 
versity of Minnesota in 1915. Right after finishing school I went to 
work in the real-estate department of the old Minnesota Loan & Trust 
Co. and, with the exception of a special assignment in Canada during 

art of 1916, remained there until the beginning of the First World 

Var. 

After the War, I returned to the Minnesota Loan & Trust Co., in its 
investment. department. 

In 1923 I went to Des Moines, Iowa, to organize an investment de- 
partment for the Iowa National Bank there. Shortly thereafter, I 
organized the mortgage loan department in the Iowa National Bank. 
I was primarily an investment banker until 1933 when commercial 
banking and investment banking were more or less divorced and the 
activities of the investment department were reduced. I continued, 
however, to be the supervising head of the investment and mortgage 
loan departments although I spent more and more time in the general 
banking business. 
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I was senior vice president, and director of the then lowa-Des Moines 
National Bank when I came to Washington in February 1953, to be 
Assistant Postmaster General in charge of the Bureau of Finance of 
the Post Office Department. In November 1954 I was also made cons 
troller of the Post Office Department and continued in those capacities 
oe September when I came with the Federal Home Loan Bank 

oard. 

Mr. Tuomas. That certainly is fine. You have had quite a varied 
experience for a young man. 

We are delighted to have you and I know you will continue to render 
outstanding service to not only this agency but to the Government 
generally. 

HOUSING STARTS 


How many starts did the country have in the calendar year of 
1956? 

Mr. Hatianan. I think 1,120,000. 

Mr. Tuomas. 1,120,000 or 1,018,000? 

Mr. Hatianan. [think the total was 1,120,000. 

Mr. Tuomas. What is the figure now ? 

Mr. Hatusawan. 1,120,000. 

Mr. Tuomas. New starts last year? Is that accurate? Was it 
1,020,000 or 1,120,000 ? 

Mr. Hatianan. 1,120,000. 

Mr. Tuomas. What was it in 1955, 1,330,000, was it not ? 

Mr. Dixon. 1,330,000, I believe. 

Mr. Tuomas. In your justification and the chairman just said in 
his statement, he kept on reiterating the fact that this budget was 
predicated upon several assumptions, one of which there would be 
no diminution in the general economic activity of the country and 
particularly in the field of housing. By that statement you mean, then, 
that it is the Board’s opinion that there will be approximately 1,100,- 
000 more or less new housing starts in the calendar year 1957, the 
same as last year ? 

Mr. Ropertson. I think we have to take into consideration the 
average loan will be a little bigger this year than it was last. 

Mr. Tuomas. Your budget, I assume, was prepared last July and 
August and maybe in September. If that is true, maybe you would 
like to make some changes in some of the statements contained in 
your budget, or maybe you mean just exactly what you said. 

Mr. Corcoran. Our budget is based on the fiscal year, and our fiscal 
year figures are a little different than the calendar year figures. 

Mr. Tuomas. I understand that, but I understood the chairman’s 
statement was based on the calendar-year basis and he képt on talking 
about this year. Does that mean calendar year or fiscal year 

Anyway, what is the outlook for the next 12 months? 

Mr. Roserrson. We think as far as the savings and loan business is 
concerned, that the associations will put out substantially the same 
amount of money as they did last year. The number of mortgages 
will vary with their size and we would rather expect them to be 
somewhat larger now, than then. 
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TIGHT MONEY MARKET 


Mr. THomas. Do you think the money market is going to loosen 
up in the next 30, 60, or 90 days or will it remain tight like it is, and 
for how long ¢ 

Mr. Rovertson. I wouldn’t want to venture a guess on that. I 
have seen it change very rapidly in the past. 

Mr. Tuomas. What about you other gentlemen on the Board ? 

Mr. Drxon. I see no immediate prospects for any change. As a 
matter of fact, there is nothing to indicate to me that money will be 
any easier. 

Mr. Tuomas. For what period of time ? 

Mr. Drxon. Well, that is rather difficult. I would say for 6 months. 

Mr. Tuomas. That is a pretty conservative guess anyway; isn’t it? 

Mr. Drxon. Well, it isa guess. 

Mr. Tuomas. Well, we are all just swapping ideas. 

Certainly 6 months is a reasonable period to more or less look into 
the crystal ball and in the next 6 months period you don’t see anything 
tomake money loosen up. Is that your opinion, too, Mr. Hallahan ? 

Mr. Hatranan. Yes, sir. 

Mr. Ronertson. I think I concur, too. 

Mr. Hatnanan. Generally, the deficiency has been in savings capital, 
to finance capital investments, whether it is plant expansion, mortgage 
loans, or capital equipment. 


TYPE OF LOANS 


Mr. Tuomas. The Home Loan Bank Board and its members, are 
they prevented by law from making any type of loan other than home 
loans ? 

Mr. Hatianan. Do you mean the associations ? 

Mr. Tuomas. Yes. 

Mr. Hatnanan. The Federal associations can make up to 20 per- 
cent of their assets in nonresidential loans. The record I[ think will 
show that better than 95 percent of their mortgage investments, how- 
ever, are in home loans. 

Mr. THomas. You don’t make any personal loans, do you ? 

Mr. Hatianan. No. Just on share accounts. They can borrow 
their own money back, that is all. 


INTEREST RATES 


Mr. Tuomas. I know the savings and loan associations in my sec- 
tion—and I assume it is a national trend—increased their interest 
rates to their depositors. What effect does that have now on the 
money market generally? What effect is that having on the mortgage 
business generally ! ? ITcan imagine that causes the Board some head- 
aches, too. 

Mr. Drxon. Over a period of time it can have only one effect, the 
interest rate to the borrower must be increased. 

Mr. Tuomas. Now, you say over a period of time. Suppose they 
Jumped the interest rates up on January 5. When will that amount 
of increase paid to the depositors be reflected in the amount of interest 
rate the borrower must pay ? 
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Mr. Drxon. It would be effective almost immediately. 

Mr. Tuomas. It is bound to be. There is nothing magic about it, 
If they are going to pay more interest to the depositor, the borrower 
is going to have to equalize it; isn’t he? 

Mr. Drxon. That is right. 

Mr. Tuomas. There is nothing magic about that. You can’t take 
4 and stretch it and make 5 out of it. 

Mr. Rosertson. That is right. 

Mr. Tuomas. Now, does the board sanction those increases in the 
dividend payment? Do you try to interfere? What is the Board’s 
attitude ? 

Mr. Drxon. Well, let the Chairman comment on that. 

Mr. Roserrson. In the first place we have no statutory control, 
All we can do is to persuade, urge, admonish, and warn. 

Mr. THomas. Do you mean to say the Board is helpless in a situa- 
tion like that ? 

Mr. Rosertson. It is not exactly helpless, but the Board can only 
act on the results of these high dividends. It can’t act in anticipation 
of those results. 

Mr. Tuomas. Suppose in X city there is an association that wants to 
pay 414 percent to depositors and every other association is paying in 
round figures, 214 percent. He is going to get in there and upset the 
apple cart and it, in turn, might have some repercussions back to one 
of the banks that serves that area. In a circumstance like that, what 
can the Board do about it? 

Mr. Rosertson. The Board gets in there, examines it and satisfies 
itself that it is complying with all the regulations and other pro- 
visions; that its loan policies are sound; that it is making the proper 
allocations to reserves and that it has the money left over with which 
to pay the dividend. 

We haven’t had any at 414 percent yet but we have some at 4; some 
of them are earning 4. On others, we are apprehensive of their ability 
to earn 4 percent and sustain it. 

Mr. Tuomas. If a question mark arises in your mind on a situation, 
what can you do about it ? 

Mr. Roszerrson. Well, the first thing we can do is to give it a special 
examination to be sure that it has earned the dividend and has made 
the proper allocation to reserves—that its lending policies are sound. 
That is the first thing. 

Mr. Tuomas. All right. Suppose that is done and you are still 
apprehensive. Now, what do you do? 

Mr. Rosertson. I would like to ask Dr. Husband to take it up from 
there because I have never had the experience. 

Mr. Tuomas. You mean the doctor is going to withdraw his insur- 
ance, then? What else can you do besides that, Dr. Husband? 

Mr. Huspanp. Isn’t that enough? 

Mr. Tuomas. Well, it might be, I don’t know. 

Mr. Huspanp. Usually that is effective enough to stop any unsafe 
and unsound practice. As the Chairman pointed out we have to prove 
it is unsafe or unsound. 

Mr. Tuomas. Prove to whom ? 

Mr. Huspanp. To a court if necessary in the end. That is the final 
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Mr. Tuomas. There is nothing in your legislation that gives you any 
authority to act in a situation like that ? 

Mr. Hatxianan. It ultimately must be reviewed by a court. Ac- 
tually, we are doing what we are talking about in a number of cases 
at the present time. 

Mr. Tuomas. Where? 

Mr. Drxon. All over. 

Mr. Hatianan. California is one. 

Mr. Drxon. Florida. 

Mr. Yates. You say you are doing what you are talking about. 
What are you doing? 

Mr. Hatianan. Making special examinations. 

Mr. Yates. Of what kind of a situation ? 

Mr. Hatxianan. Especially new institutions which have been lead- 
ing the increases in dividend rates, where we don’t think they have 
the experience or the reserves, but notwithstanding they have lead the 
way in their communities in dividend increases. “The Board already 
has taken action in a number of other cases. 

Mr. Tuomas. Do you have any court actions pending ? 

Mr. Hatianan. No. To date the problems that we have had in that 
respect we have been able to settle most of them. 

Mr. Tuomas. It isa pretty bad procedure; isn’t it ? 

Mr. Hatianan, It isa long-drawn-out procedure. 

Mr. THomas. What remedy could you get in court to satisfy the 
situation—put them under an injunction not to increase the rate, or 
what? I presume that would be your only immediate relief. 

Mr. Jonas. The court action would come from the corporation 
against the Board. You wouldn’t institute a court action. 

Mr. THomas. Why not? You are the moving cause. 

Mr. Trevas. As the Congressman just indic: ated, in most cases after 
a statutory hearing is held and it indicates unsound, unsafe practices, 
violations of laws or regulations, the Board would take whatever ac- 
tion the circumstances warranted. If it was an insured institution 
and those circumstances developed it could terminate insurance. In 
that case the determination of the Board would be reviewable by the 
court on the weight of the evidence under the statute. In that case 
we would be brought into court to review our determination. We do 
have some injunctive powers. For example, if we saw a breach of a 
law or regulation and gave them a statutory notice and within the 
time provided by the statute the violation were not remedied, we could 
move for an injunction. 

Mr. Tuomas. Have you ever had a court action on this point? 

Mr. Trevas. Not on that point, sir. 

We have a pending proceeding, now, under the statutory require- 
ments of affording a hearing to the other side to determine whether 
their actions are unsafe and unsound and the trial examiner has yet 
to render his decision, which will be submitted to the Board in due 
course with a recommended decision. 

Mr. Tuomas. Thank you, sir. 


NEW MORTGAGE LOANS 


Now, I believe the record shows 2 or 3 times that the Home Loan 
Bank Board System accounted for 36 percent of the new starts. That 
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is quite a record, isn’t it—36 percent? And the VA comes second and 
FHA comes in—I might say it isa mild third; isn’t it ? 

How far behind you do Veterans’ come? As I remember it was 28 
or 29 percent. 

Mr. Hatianan. Mr. Chairman, that figure of ours of 36 percent 
would include FHA and GI loans, principally GI loans made by 
our members. We currently make about 36 percent of the home- 
cae loans made, but in that 36 percent would be included the 
number -of GI loans which our institutions make. 

Mr. Tuomas. Well, that figure of 36 percent doesn’t quite give an 
accurate picture, then. In terms of starts, how many would you say— 
what percentage would you have duplication in your figures, with 
FHA and Veterans’? 

Mr. Hatianan. Most of our institutions don’t make too many FHA 
loans. I think in their total portfolio roughly 4 percent of their 
loans are FHA’s, On the other hand, about 20 percent of their port- 
folio is comprised of Veterans’ loans. Let me see if I can give it 
to you on a year-end basis. 

Mr. Drxon. We can furnish that information for the record. 

(The information requested is as follows:) 

Of the 1,194,000 new housing starts in fiscal 1956, 53 percent represented con- 
ventional loans, 28 percent were VA-guaranteed, and 19 percent FHA-insured. 

Mr. Hatianan. Of the total dollar volume of loans made in calen- 
dar 1956 by savings and loans which amounted to about $10.5 billion, 
$1.165 million of the vt amount were VA loans, or roughly a little 
better than 10 percent. 


SOURCE OF FUNDS 


Mr. Tuomas. Well, it should be pointed out here—changing the 
subject slightly on you—that the funds involved for your administra- 
tive and nonadministrative expense are funds collected from the mem- 
ber institutions. There is no money out of the Treasury involved in 
this appropriation. 

It might be well, Mr. Reporter, to insert at this point the tables on 
pages 2 “and 3, “Statement of sources and application of funds,” and 
the statement covering income and expenses. 
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(The pages referred to follow :) 


A. Statement of sources and application of funds 


———— —————$_$_————————— 


canedeenemmiemseenns 


FUNDS APPLIED | 
To operations: 
Acquisition of assets: Furniture, fixtures, and equipment 
Expense: | 
Administrative expense excluding depreciation ne 
Nonadministrative expense excluding depreciation: 
Cost of examining savings and loan associations 
Conservatorship and/or supervisory representative in 
charge expense ] 
Increase in selected working capital ; ; 
Credit allowed Federal home-loan banks on prior years’ 
assessments 


Total applied to operations 


To financing: Increase in Treasury cash dh heuintdaiatniet tiie | 
Total funds applied__........_.-- sae alee 


FUNDS PROVIDED 
By operations: 
Income eeadcundediassatthes a eatewtnieta anteh 
Decrease in selected working capital sécatbebies aa 


Gs SNC DUOWEUNG,, . 5 bb banks odcccapiduvweswwuntuemne 


PUDGET EXPENDITURES 


Funds applied to operations. __.....- 7 3 a pedee eine. 
Funds provided by operations. __..--- ; sg snide 
Net budget expenditures. 


The above are charged or credited (—) to net receipts of the | 
Piao iain iene eisai Uhindadacanaids ibubddeesedanseane 


88278—57—pt. 1-6 


1956 actual 


4, 465, 366 
109, 313 


4,574, 679 


4, 442, 096 | 


4, 574, 679 


— 132, 583 


— 132, 583 


1957 


« estimate 


$18, 


1, 100, 975 


, 271, 000 


95, 201 


5, 485, 901 


579, 240 | 


—93, 339 | 


—93, 339 






1958 estimate 


$21, 300 
1, 360, 200 


5, 648, 500 





7,104, 144 


7, 104, 144 


7, 104, 144 


7, 051, 015 
7, 104, 144 


— 53, 129 
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B. Statement of income and expense 





| 























1956 actual | 1957 estimate | 1958 estimate 
Income: 
nn nonnngindansaseusecascocs $3, 375, 644 $4, 409, 800 $5, 739, 144 
Assessments for services and facilities: 
Federal Savings and Loan Insurance Corporation... -- 388, 77 414, 680 533, 000 
Federal home-loan banks. - - -- $ebbWL A oSckbeiwnmerecs 492, 500 518, 350 637, 000 
Gade ecient dugudsed bbede dusiitiekénddsnenaen 97, 195 103, 670 130, 000 
Reimbursements from other accounts... ___- 85, 330 65, 000 65, 000 
Conservatorship and/or supervisory representative in 
I i ninsdducctéscqunnwenchssnandh eobedecncen SER ae sxmtinenin enon fen a 
Mon cbe ct ncct hitb ebab cece patnmiim adic tistd cikintew sia 5, 589 etetblddditeciucsode 
Neen nn en inion | 4,465, 366 5, 511, 500} 7, 104, 144 
Expense: y. 7 
Administrative expense: 
Reimbursable expense - - snake 84, 963 65, 000 65, 000 
Nonreimbursable expense excluding depreciation. ail 949, 198 1, 035, 975 1, 295, 200 
didianaddinekink0+0s6tbermssneraseaens 1, 034, 161 l, 100, 97! 1, 360, 200 
Deprec iation on administrative facilities widddadnee 22, 749 73 4, 800 
Total] administrative expense--.........-.-.-.---- Lt 056, 910 1, 101, 700 4 305, 0 000 


————SS — = 


Cost of examining savings and loan associations: 








ee nn. ind ceonbes 367 : os a 
Nonreimbursable expense excluding depreciation a 3, 351, 447 4, 271, 000 | 5, 648, 500 
I ain aks oon cetagiebdeecesnnnnann no enacees 3, 351, ‘814 4, 271, 000 5, 648, 500 
Depreciation on nonadministrative facilities. ...___- 13, 043 | 18, 000 16, 500 
Cost of examining savings and loan associations . 3, 364, 857 | 4, 289, 000 | 5, 665, 000 
Conservatorship and/or supervisory representative in A 
a ae ee eee | _20, 329 | ~----| 
Total expose... ....-.-. .022-22--220-- nnn aaneacnneses 4, 442, 096 5, 300, 700 | 7, 030, 000 
Assessments and fees in excess of expense...........--.-------- 23, 7 0 ‘120, 800 74, 144 
ANALYSIS OF DEFERRED AND UNDISTRIBUTED CREDITS 
Deferred and undistributed credits, beginning of year. 338, 182 361, 452 387, 051 
Credit allowed Federal home-loan banks on prior years’ assess- | 
ee ee _Antbthaseeenneae } —95, 201 |- - 
Deferred and undistributed credits, end of year.......-. “361, 45 52 | 387, 0! 51 461, 195 








Mr. Tuomas. I notice examining fees for 1956, $3,375,644. In 1957 
that amount arose to $4,409,800. In 1958 it went up another million, 
to $5,739,144. 

The Federal S Savings and Loan Insurance Corporation, this year, 
$533,000 against $4144 ,000 this year. The Federal home-loan banks 
paid $518,350 this year, against $637,000 estimated. That is an in- 
crease. You have a total increase for 1958 over 1957 in the neigh- 
borhood of $1.5 million. In other words, $5,511,500 for 1957, against 
$7,104,144 for 1958. 

PROGRAM HIGHLIGHTS 


Mr. Reporter, will you put pages 5, 6, 7, and 8 in the record here? 


————we 
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(The pages referred to follow :) 


Program highlights 


{Dollars in millions] 


Federal Home Loan Bank System Actual, Estimate, 
1956 1957 


Fstimate, 


| 

} 

Members: | 
Tid ice suctbbathnetauesaeeaeqeceqneste , 4, 382 4, 482 
this SUC bdescudchutkudaes oe j $39, 500 $44, 900 

Savings (share)... ......--- $34, 100 | $39, 390 | 

a a ee ‘ $33, 000 $37, 800 | 

| 


3. 72 


Insured.......- 3, 600 | 


Regional banks: Advances outstanding $1, 173 | $1, 225 


OUTLINE OF FUNCTIONS 


The three agencies under the Federal Home Loan Bank Board were created 
to serve the American public through savings and loan associations, cooperative 
banks, and other financial institutions engaged in the encouragement of thrift 
and economical homeownership. They were established by Congress in the 
1982-34 period, when the depression had made it clear that the basic parts of 
the Nation’s financial structure needed additional secondary supports sponsored 
by the Federal Government on a permanent basis. 

For the protection of these two huge groups of Americans—the homeseeker 
and the small saver and investor—the Federal Home Loan Bank Board carries 
out three primary obligations, through the following activities which it directs 
or supervises. 

Federal Home Loan Bank System.—The Federal Home Loan Bank System, 
consisting of 11 regional Federal home-loan banks strategically located through- 
out the country and their member savings and home-financing institutions, 
constitutes a network of reserve credit. The chief purposes of the System are 
to meet the seasonal and emergency credit requirements of its members and to 
maintain an adequate flow of home-loan funds in every State. October 15, 1956, 
marked the 24th anniversary of the opening of the regional banks. 

The regional banks, owned by their member institutions, do not deal directly 
with individuals. The great majority of the members are savings and loan 
associations, also known sectionally as cooperative banks or building and loan 
or homestead associations. Included also in the membership are a number of 
savings banks and insurance companies. 

The scope of the Federal Home Loan Bank System is indicated by the fact 
that the combined resources of its member institutions now total almost $40 
billion and that in fiscal year 1956 they made home loans amounting to $10.5 
billion. 

Located in most cities, suburban areas, and towns throughout the United 
States, the member institutions of the Federal Home Loan Bank System serve 
over 23 million people, mostly families, including savers, investors, and home-loan 
borrowers. 

Federal Savings and Loan Insurance Corporation.—The Federal Savings and 
Loan Insurance Corporation insures, up to $10,000 each, savings accounts in 
approved savings and loan associations and similar institutions. It was organized 
in 1934 as a further protection for savings and to promote a new flow of funds 
into associations where such funds would be available at moderate cost for the 
financing of homes. 

All insured institutions are members of the Federal Home Loan Bank System. 

Federal Savings and Loan Associations —The creation of Federal associations 
was authorized by Congress in 1933 to provide for additional local thrift institu- 
tions where people may place their savings or obtain loans to finance their homes. 
In their charter and form of organization, Federal associations embody the most 
modern practices developed by savings and home-financing institutions during 
their long history in this country. 

All Federal savings and loan associations are required to be members of the 
Federal Home Loan Bank System and to carry insurance of their savings or 
share accounts through the Federal Savings and Loan Insurance Corporation. 

Included among Federal associations, consisting of 1,709 privately owned, local, 
mutual institutions operating under charter, examination and supervision by the 
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Federal Home Loan Bank Board, are both those newly organized by local 
citizens since 1933 and those already established local institutions which elect 
to transfer from State to Federal charter. Their combined resources total 
almost $21.6 billion. Federal savings and loan associations are in operation in 
every State and in the District of Columbia, Hawaii, Alaska, and Puerto Rico. 


INTRODUCTION 


The Federal Home Loan Bank Board is primarily a regulatory and supervisory 
agency in the savings and home-financing field. It also issues charters for Fed- 
eral savings and loan associations, and insures savings accounts in Federal 
savings and loan associations and in approved State-chartered savings or build 
ing and loan associations and associations of the savings and loan type. 

The 1958 budgets of the Federal Home Loan Bank Board, Division of Examina- 
tions, and Federal Savings and Loan Insurance Corporation are based on the (1) 
need for strengthening both operations and staffs where necessary and main- 
taining operations in a current status, (2) Board’s policy of efficiency with 
economy in all its operations, and (3) assumption that there will be no basic 
change in economic conditions during the budget year 

The number, size, and business activity of the institutions supervised by the 
Board refiect the unprecedented rate of growth of the savings and loan business 
in recent years. This rate of growth has its impact on the workload and respon- 
sibilities of the Board. The folowing table relating to member savings and loan 
associations shows the assets, loans, and net inflow of savings at June 30 of 
the years indicated; it also shows the increases for the period in dollars and 
also percentagewise : 

{In billions] 


Description Fisea] 1953 | Fiscal 1956 gr Increase | Percent 
| over 1953 
_ a — | es 
Total assets at June 30___...-.--- ad UC $93. 4 $39. 0 $15.6 87 
LiGOG SIRES GING FONE nid own ik dk ied bee cndericamed | 7.0 110.5 3.5 | 50 
Oe SS ee eee 3.3 | 4.9 1.6 48 


1 Represents 36 percent of the Nation’s residential financing. 


This upward trend, reflecting as it does the confidence of the savings public 
in the savings and loan business, is expected to continue. A continuation of 
the current rate of growth of the savings and loan business for another 5 or 6 
years will make it a $75 billion business. As such, it will continue to play an 
increasingly important role as a major segment of the financial structure of the 
economy and will, at the same time, handle the problems and shoulder the re- 
sponsibilities associated with such rapid growth. 

Resulting from this continued growth, the workloads of the Board, Division 
of Examinations, and Insurance Corporation are constantly increasing, necessi- 
tating increases in personnel and in other expenses. The estimates for 1958 
make what is considered appropriate provision for currently handling the in- 
creasing workloads. 

SUMMARY 


The budget programs of the Federal Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation are presented as business-type budgets. 
The budget estimates are summarized as follows: 





; 
Unit Actual, Estimate, | Estimate, 
1956 1957 1958 
| 

Administrative expenses: 
Board and staff services ties $971, 947 $1, 036, 700 | $1, 300, 000 
Federal Savings and Loan Insurance C orporation a 508, 959 596, 000 | 700, 000 
Total - weodl 1, 480, 906 1, 632, 700 | 2, 000, 000 
Nonadministrative expenses: : Division of Examinations. _- | 3, , 364, 490 4, 289, 000 | 5, 665, 000 


Grand total 4, 845, 396 | 5, 921, 700 7, 665, 000 
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MEMBERSHIP 


Mr. Tuomas. These figures are quite interesting. In 1956, the 
number of members you had was 4,382. In 1957, it increased 100, to 
4,482. Next year, 1958, it goes up another hundred... That. isestimated 
at 4,580. 

I have some notes here. I said, “What connection if any is there 
between the increase in the associ iations’ ’"—well, the figures answer my 
own question. It goes up more or less in proportion to the increase in 
new associations you have. 

MEMBERS’ ASSETS 


The assets for 1956 were roughly $39,500 million. Your increase 
to 1957—is that an estimate for 1957, $44,900 million ? 

Mr. Rozertson. Yes. 

Mr. Tuomas. For 1958 you also have an estimate of $50,200 million. 
That is really growing, isn’t it ? 


MORTGAGE LOANS HELD 


Is this true, that in 1957, your loans held were $37,800 million ? 

Mr. Corcoran. That is the estimate for this fiscal year. 

Mr. Tuomas. Numberwise, how many is that, 10,500,000? Is that 
the correct figure numberwise ? 

Mr. Hatianan. About 6,200,000. 

Mr. Drxon. The average loan is about $6,000. 

Mr. Hatutanan. Over 6 million in number of loans. 


REGIONAL HOME LOAN BANKS 


Mr. Tuomas. It says here: 


The Federal Home Loan Bank System, consisting of 11 regional home loan 
banks strategically located throughout the country, and their member savings 
and home financing institutions, constitute a network of reserve credit. The 
chief purpose of the system is to meet the seasonal and emergency credit require- 
ments of its members and to maintain an adequate flow of home loan funds 
into every State. October 15, 1956, marked the 24th anniversary of the opening 
of the regional banks. 

The regional banks owned by their member institutions do not deal directly 
with individuals. The great majority of members are savings and loan asso- 
ciations, also known sectionally as cooperative banks * * *. 

Suppose one of your member banks needs to put some money into 
its region. How does it get that money to lend to its member asso- 
ciations? 

Mr. Rosertrson. The Board sells consolidated notes in the market 
and each of the district banks participates to a greater or lesser extent. 

Mr. Tuomas. The liability of 1 bank is the liability of the other 
10, is that right? 

Mr. Ropertson. Yes. They are joint and several obligations. 

Mr. Tuomas. Are those obligations guaranteed by the Federal Gov- 
ernment or just by the entire assets of the system ? 

Mr. Ropertson. Just by the system. 

Mr. Tuomas. The Treasury has no liability, since you paid off that 
$125 million that you originally borrowed to get started, is that right ? 

Mr. Rosertson. That is right. 

Mr. Tuomas. Now, that capital stock of over $124 million is worth, 
roughly, slightly under $600 million, is that correct ? 
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Mr. Hatianan. Actually, about $670 million, because there is earned 
surplus of about $50 million. 

Mr. Tuomas. I thought I was upping it a little bit. You used a 
figure of $589 million in the justification and and now you up it even 
above $600 million ? 

Mr. Hatianan. Yes, if you include the earned surplus. 

Mr. Tuomas. That is remarkable. Since 1932, was that when you 
started, in 1932, or was it 1933 ? 

Mr. Corcoran. October 1932. 

Mr. Hatxanan. Before I forget it, that figure I gave you on starts 
this year, probably included public housing starts so it may be the 
gross figure and not just private starts. 


DISTRIBUTION OF BANKS’ CAPITAL STOCK 


Mr. Tuomas. We have 45,000 divided into $600 million here, and 
I come out with a figure of $130,000. 

How many associations do you have now, 4,500? 

Mr. Corcoran. Around 4,400. 

Mr. Tuomas. And the 11 banks are worth $600 million. How 
much does that give each one of the associations, $130,000? Is that 
correct ? 

Mr. Drxon. That would probably be about right. 

Mr. Tuomas. I have $130,000 here. 

Mr. Huspanp. That is right. 

Mr. Tuomas. And each one of its depositors can divide that $130,- 
000. That is their take? 

Mr. Huspanp. Per share. The shares will equal 2 percent. 

Mr. Tuomas. All you have to do is liquidate and he can get his 
40 cents. 

These figures are very interesting, but when you put them down 
on paper and go to adding them up, it doesn’t mean that the in- 
dividual man has much, does it ? 

What is the figure there of the number of people you do business 
with, 29 million ? 

Mr. Dixon. 25 million. 

Mr. Tuomas. How many shareholders? 

Mr. Hvuspanp. Around 18 million. Your borrowers are over and 
above that. 

Mr. THomas. How many borrowers do you have? 

Mr. Huspanp. Between 6 million and 7 million. 

Mr. Tuomas. The functions and duties of the board and its staff 
units in the examination and supervision of the 11 regional banks, 
that is set out here on page 16. The banks obtain their funds pri- 
marily from capital Rok subscribed by member institutions, bank de- 
posits, members’ deposits, and borrowings from the public. 


COST OF BORROWING MONEY 


Have you had to borrow any money from the public recently ? 
Mr. Rosertson. Every month. 

Mr. Tuomas. What interest are you paying now ? 

Mr. Rosertson. The last was the highest, 37% percent. 

Mr. Tuomas. How much did you borrow ? 
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Mr. HatiaHAn. $166 million. 

Mr. Tuomas. Thirty-day paper, a year, or what? 

Mr. Hatianwan. Six months. 

Mr. Tuomas. Three and seven-eighths? 

Mr. Rosertson. Yes. 

Mr. Tuomas. What were you paying for money this time last year? 

Mr. Hatiawan. Pretty close to that. 

Mr. Corcoran. It ranged from 2.4 to 3.62. That is 1956. 

Mr. Dixon. That ended last June. 

Mr. Tuomas. Give us the range for 1955, 1956, and 1957, and what 
you anticipate for 1958. 

Mr. Corcoran. I only have fiscal 1956. 

Mr. Tuomas. Give it to us again for 1956 and insert in the record 
at this point for 1955, 1956, and 1957, and anticipated for 1958. What 
was it for 1956? 

Mr. Corcoran. Interest ranged from 2.40 percent to 3.625 percent. 

(The information requested is as follows :) 

For fiscal 1955 interest ranged from 1.25 to 2.25 percent; for fiscal 1956; 
from 2.40 to 3.625 percent. For the current fiscal year to date, interest is ranging 
from 3.20 to 3% percent; it is anticipated the remaining offerings in fiscal 1957 
will be within this range. Assuming that the national economy for fiscal 1958 
remains at its present high level, any appreciable change in the range shown for 
the current year is not anticipated. 

Mr. THomas. What you borrowed last month you paid how much 
for ¢ 

Mr. Rosertson. Three and seven-eighths percent. 

Mr. Tuomas. It is going up. Do you think that trend is going to 
go up, Mr. Commissioner ? 

Mr. Dixon. I don’t see any immediate prospects of it being any less. 

Mr. Hatianan. The market is lower than that at the moment. 
What it will be in Apri] or May, it is hard to tell. 

Mr. Yates. What is the market now ? 

Mr. Rozertson. About 3.75, probably, now. 

Mr. Tuomas. You are borrowing that money for the benefit of 
XYZ association. How much are they going to have to get for it to 
make a little money, show a little profit, keep everybody happy, and 
so forth? 

Mr. Dixon. The institution is paying the banks approximately 4 
percent. 

Mr. Tuomas. You have to have a little bit, .0125 percent, we will 
say. That is a reasonable figure. How much are you going to let the 
association have it for? 

Mr. Hatianuan. Three and three-quarters, or four. 

Mr. Tuomas. If you pay three eighty-seven and a half you can’t let 
them have it for less than four. 

Mr. Haxtianan. The weighted average is coming close to that. 

I think currently, three of the banks, are charging an interest rate 
to member associations of 4 percent and the remainder are 314 to 334, 
but the pressure is up. 

Mr. Triomas. You can weight your average loan and vary it up or 
down, and usually you try to get it down as cheap as you can, but the 
little local association can’t do that. On that money where you have 
to charge the association 4 percent, what rate will it have to get inj 
order to live? 

Mr. Hatianan. Six percent. 
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Mr. THomas. Can it.doit ona 2-percent spread ? 
Mr. Bonestee.. Yes.’ 

Mr. Tuomas. That is not too bad. It is bad enough. 
Well, we better talk about some of your business. 


ADMINISTRATIVE EXPENSES 


How much money do you want this year for the bank ? 

Mr. Corcoran. The board itself, $1,300,000. 

Mr. Tuomas. A million three ‘hundred thousand dollars for the 
Board ? 

Mr. Corcoran. That is right. 

Mr. THomas. Now, on page 9 here, for the Bank Board, you want 
$1.3 million. What did you have last year ? 

Mr. Corcoran. $971,947. 

Mr. Tuomas. Mr. Reporter, insert pages 9, 14, 15 and 16 in the 
record. 

(The pages referred to follow :) 


Administrative expenses by activities 





Exami- | Supervi- | Charter- 

| nation sion of ing of | 

Execu- | and su- | Federal | Federal | Fiscal 
tive di- | pervision and savings and 
rection | of Fed- State- | and loan} house- 

and staff eral chartered! associa- | keeping 

services home- insured | tionsand| services 

loan institu- | branches 
banks tions thereof 


— _ eee 


Fiscal year 1958: 
Positions 60 20 37 12 
SR nectrn a 6inteerre ee sein .¢ 58.0 9.6 | 11.8 
Personal services... ......--- | $1, 144, 681 | $418, 690 | $144, 241 | $245, or $73, 970 

Other expenses $220,319 | $84,314 | $38,256 | $24,659 $6, 873 0 217 


ER ctinetinnn inaitenn taped $1, 365, 000 | $503,004 | $182, 497 | $270,113 | $80, 843 $328, 543 
Fiscal year 1957: 
Positions 163 55 18 29 11 | 50 
Man-years 149. 9 48. 3 AW. 3 25. 5 9. 8 49.0 





Personal services | $979, 520 $361, "326 “$126, 866 | $180, 132 $63, 138 ~ $248, 058 
Other expenses--_- $122,180 | $48,634 | $25,113 $6, 245 $1, 969 $40, 219 
Total, 1957 | $1, 101, 700 | $409,960 | $151,979 | $186, 2 $65,107 | $288, 277 
Fiscal year 1956: | 
EE Se Rierc oun eaased deen 163 Da 19 | 29 | 10 51 
OE. iemtennpedentdjccuneet~ | 139. 4 | | 44. 8 16. 6 | 23 8 | 9.1 45. 1 











Personal services. ; $900, 078 | $325, 069 $124, "469 $163, 230 | $57, 908 l "$229, 402 
Other expenses | $156,832 | $58,304 | $26,711 | $9,176 | $4,882 $57, 759 
Total, 1956 $1, 056, 910 $383, 373 | $1! 51, 180 | | $172, 406 $62, 790 | $287, 161 


| 
t 











EXECUTIVE DIRECTION AND STAFF SERVICES 


Eaecutive direction—The Board establishes the policies for all operations 
under its control. It supervises the operations of the 11 regional banks and 
conducts examination of each bank at least annually. 

It conducts hearings on applications for and issues charters for Federal sav- 
ings and loan associations, examines and supervises them and prescribes regula- 
tions relating to their lending and other activities. It also approves applications 
for transfer from State to Federal charter and vice versa. 

It is responsive for examinat.yn and supervision of all member institutions 
insured by the Federal Savings and Loan Insurance Corporation. It is the 
final authority for many phases of the administration of the insurance system, 
including approval or disapproval of applications for insurance and of requests 
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from insured institutions to permit mergers, purchase of assets, consolidations, 
etc. It makes final determination of the course of action to be taken by the 
Insurance Corporation to prevent default in an insured institution as well as the 
method of settlement when an insured institution is declared in default. 

Dissolution of the Home Owners’ Loan Corporation, which was also a respon- 
sibility of the Board, was completed February 3, 1954. Correspondence and 
claims relating to the Corporation’s operations are now handled by the Board 
staff. 

Staff Services.—For purposes of economy, some of the staff units of the Board, 
in addition to rendering services to the Board also render services to the In- 
surance Corporation and to the Division of Examinations. Such services are 
furnished by the Office of the Secretary, Office of the General Counsel, Office of 
Information, Division of Personnel, and Budget Office. 

Other common services furnished by the Board are fiscal and housekeeping 
services; these are treated and discussed in this submission as a separate 
activity. 

Personnel requirements.—The estimate of personnel requirements for both 
phases of this activity (58.0 man-years) reflects an increase of 9.7 man-years 
when compared with the current fiscal year. Of this increase, 5.1 man-years rep- 
resent delay in filling positions in the current year. The remaining 4.6 man-years 
represent 3 new positions in the Office of the General Counsel, 1 in the Office of 
Information, and 1 in the Division of Personnel. 


EXAMINATION AND SUPERVISION OF FEDERAL HOME LOAN BANKS 


The functions and duties of the Board and its staff units in the examination 
and supervision of the 11 regional banks include: 

1. Issuance of regulations covering their operations. 

2. Appointment of 4 public interest members of each regional bank’s board 
of directors and the conducting of elections of the 8 industry members. 

3. Review, analysis, and approval of the operating budget of each bank. 

4. Review and approval of the recommendations of the respective banks relat- 
ing to applications for membership in the System. 

5. Annual examination of each bank. 

6. Issuance of consolidated obligations—such issuances by the Board, pursuant 
to law, become the joint and several obligations of all the banks. 

The 11 Federal home loan banks constitute a nationwide permanent credit 
reserve for member institutions. They provide members with a ready source 
of funds to meet both normal and unusual home-financing demands and with- 
drawal requests of their investors. They also serve to equalize the supply of 
home-mortgage credit by permitting the transfer of funds among banks to areas 
where unfulfilled demands exist. 

The banks obtain their funds primarily from capital stock subscribed by mem- 
ber institutions, interbank deposits, members’ deposits, and borrowings from the 
public. 

Capital stock.—The United States Government provided the original capital 
of the banks by investing, over a period of years, $124,741,000. This investment 
was retired by the banks, over the years, at a rate in excess of statutory require- 
ments. As of July 2, 1951, the Government’s investment had been fully repaid. 
All the capital stock of the banks, which on June 30, 1956 amounted to $589,699,875, 
is now owned entirely by the member institutions. 

A comparison of the operating highlights of the banks at June 30, 1954, 1955, 
and 1956 is afforded in the following table. It will be observed that the amount 
of consolidated obligations of the banks outstanding at June 30 last ($929.2 
million) is $588.2 million, or 172 percent more than the amount outstanding 1 
year ago. In the same period, net income increased by $2.0 million, or 13.7 per- 
cent; investments increased by $429.5 million, or 64.2 percent; and total assets 
increased by $580.8 million, or 33.3 percent. 


POSITIONS AND MAN-YEARS 


Mr. Tomas. Mr. Corcoran, you are mixed up in your positions and 
man-years. You have 174.5 man-years. That is not going to check 
out to be 181 positions. 

How many bodies do you have over there now ? 
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Mr. Corcoran. 146 or 147 right now on the payroll in the Board. 
We have 149.9 man-years or 150, in this fiscal year. 

Mr. Tuomas. You have man-years; you have 150, and you can em- 
ploy up to about 166 or 167 positions. How many bodies do you 
have over there, 149, now ? 

Mr. Corcoran. 146 right now, approximately. 

Mr. Tuomas. You are going to have an unexpended balance, then? 

Mr. Corcoran. No, sir. 

Mr. THomas. How are you operating on 146 bodies instead of 170 
that we give you? 

Mr. Corcoran. There are 163 positions. 

Mr. Tuomas. How many people do you have on the payroll now? 
You said 149? 

Mr. Corcoran. 146, right now. 

Mr. Tuomas. I am trying to help you. I am trying to get your fig- 
ure up and now you are putting it down to 146. You have appro- 
priated funds for about 166 or 167. Maybe we were too generous 
with your own money. 

Mr. Corcoran. There are 1 or 2 positions, or 2 or 3, that are dif- 
ficult to fill, and that is probably one of the reasons we don’t have a 
full staff. 

Mr. Tuomas. Difficult to fill? 

Mr. Corcoran. Yes, sir. In the supervisory division. The type 
people we need with the background qualifications that are necessary 
are difficult to find. 

Mr. Tuomas. If you only have 146 people over there and you were 
appropriated funds for about 166, are you going to need about 200 
for next year? That is about what you are asking for. 

Mr. Corcoran. Yes, sir. 

I might say that funds this year are tight. In other words, we 
are just living within the authorization and we have to make sure 
that we stay within it and the Board insists that we do. 

Mr. THomas. What you are saying now, Mr. Corcoran, doesn’t jibe 
with the figures here. Let’s make them get together. 

You had appropriated in positions last year, about 166 or 167, and 
you only have 146 of them filled now. How are you operating with 
that scarcity ? 

Mr. Corcoran. Let me go back to what we mean by a position. 

Mr. Tuomas. You don’t have to tell me what you mean by a posi- 
tion if you only have 146 people over there working, now. We under- 
stand that. 

Mr. Corcoran. If a man is in a job for a month or 2 months, it is 
considered a position, but only part of a man-year. 

Mr. Tuomas. Did you tae you have 146 people on the payroll 
now, Mr. Corcoran ? 

Mr. Corcoran. That is right, sir, right now. We have had as 
many as 151 positions filled in the current fiscal year and will fill 6 
or 7 more before the year is over. 

Mr. Tuomas. I will ask you again: if you only have 146 people on 
the payroll now, what in the world are you going to do with 200 next 
year? Your authorization for this year is to have, now, about 166 
people on the payroll of the Board. 

Mr. Hatianan. I can’t answer that. These figures have confused 
me, Mr. Chairman. I know we could not now employ the difference 
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in those two figures. In fact, I know we couldn’t employ now a fifth 
of the difference between them. 

Mr. Smiru. Maybe I could help you a little bit on that, sir: The 149 
man-year figure, as I understand it, is the staff for a full year. The 
163 positions would be—for ex: ample, if you fill a position twice, in 1 
year, for 6 months each time that is 2 positions, but is only one man- 
year. That is why your position figure is above your man-year figure. 

Mr. THomas. We all understand that. That is ABC in here. The 
question is, you have appropriated about 20 more jobs than you have 
filled. The question is, do you need the full figure or don’t you? 

Well, let’s take another look over here at something else. 


SOURCES OF FUNDS 


Put page 10 in the record. 
(P. 10 of the justification follows :) 


Sources or FunpDs 


The funds required for administrative expenses of the Board are derived from 
the following sources : 


| 
Source | Actual, Estimate, Estimate, 
1956 1957 1958 


By assessments upon— | | 
Regional banks.-.....-..-. au $496, 417 $518, 350 $637, 000 
Federal Savings and Loan Insurance C orporation 3 388, 779 414, 680 533, 000 
Division of Examinations .......-- ‘ assdur 97, 195 103, 670 130, 000 


eres i fii SA sk el. BL Shik. 982, 391 | 1, 036, 700 1, 300, 000 


Distribution of the 1958 expenses among the three sources shown is based 
on a formula which first became effective in fiscal 1952. Of the total, 10 percent 
is charged to the Division of Examinations, 41 percent to the Insurance Cor- 
poration, and 49 percent to the banks. The percentage for the Division of Ex- 
aminations is based on past experience. The respective percentages for the In- 
surance Corporation and the banks are based on the ratio of the membership 
of each one to the sum of the total membership of the Insurance Corporation 
and the Bank System at June 30, 1956. 


MEMBER INSTITUTIONS 


Membership.—The Federal Home Loan Bank System comprises the 11 regional 
Federal home-loan banks and their 4,382 member institutions. Membership in the 
System through the years increased from 2,080 in calendar year 1933 to 3,951 
in calendar year 1938. Resulting primarily from consolidations and mergers, 
the membership gradually decreased to 3,698 in calendar year 1946. Since that 
time, the membership and membership assets went steadily upward, as shown 
in the following table: 


i} 


At June 30 Num ber Assets || At June 30 Number Assets 
(billions) | (billions) 


te ee ae 3, 698 Se ' WODER Oe a. 173 $28. 1 


1960. ...-.. Vasdstnwaee 3, 898 5. 055. ..... ane , 272 33.9 
PS eee 4, 096 23. Re cddasecwebwmete , 382 39.5 


Mr. Tuomas. Where are you going to get your funds for your $1.3 
million? You are going to assess your ‘ll regional banks $637,000. 
The Insurance Corporation is going to pay $533,000. 
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What is this Division of Examinations, $130,000 ? 

Mr. Bonerstrext. The Division of Examinations pays 10 percent of 
the administrative expenses of the Board. 

Mr. Roserrson. The examiners get their pay from the associations, 

Mr. Tuomas. You don’t call on the individual associations to make 
any contribution? They keep up the Insurance Corporation ? 

Mr. Drxon. They keep up the Insurance Corporation, they keep 
up their bank stock and they also pay for their examination, and we 
make enough profit to assess the Examining Division 10 percent on our 
overall cost of operation. 


GROWTH IN ASSETS OF MEMBER INSTITUTIONS 


Mr. Tuomas. Look where these assets have gone. 

It should be pointed out from 1939 to 1946, you were more or less—— 

Mr. Hatianan. Stagnant. 

Mr. Tuomas. In 1946, you had $9.4 billion. Through next year it 
will go up to $50 billion. That is almost fantastic. 

Here is another paragraph that is worthy of repetition: 

Mortgage loans made by the member savings and loan associations during 
fiscal 1956 shown in the following table, aggregated $10.5 billion. Although this 
figure, a peak figure, represents an increase of only $195 million, or 2 percent 
over the previous peak figure established in fiscal year 1955, it reflects an increase 
of $2.8 billion, or 37 percent over 1954. 

That is remarkable; isn’t it? 

Now, my note comes back to me. This table—Did we put this table 
on page 14in here? This tells the tale. 

Positions for 1958, is 181. That is broken down into “Executive 
direction, 60”; “Examination and supervision of the home banks, 
20”; “Supervision of Federal and State chartered institutions, 37”; 
“Chartering of Federal savings and loan associations and branches 
thereof, 12.” 

Fifty-two out of 181, for fiscal and housekeeping services. It 
should be pointed out that the Board, here, must pass on all of these 
charters, which I imagine will keep you pretty busy. 

You jump from 163 up to 181 this year, in total number of jobs. 

I am inclined to think you ought to be the best judge of what you 
ought to have, gentlemen. 


Drviston or EXAMINATIONS 


Mr. Tuomas. Let’s look at the Examination Division. 

Mr. Reporter, include pages 56 and 57 in the record, and also 58 
and 59. 

(The pages referred to are as follows :) 


DIVISION OF EXAMINATIONS 
Program highlights 


[Dollars in millions] 


Description | 1956 actual | 1957 estimate | 1958 estimate 
| i 











Examinations completed or to be completed -- -- eres 3, 155 3, 775 | 3, 970 
Average size of insured institutions (start of fiscal year) - ...-- $9. 1 $10.3 $11.3 
Average volume new loans made by insured institutions- ---- $2.8 $2.7 $2.8 
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INTRODUCTION 


The budget request of the Division of Examinations for fiscal 1958 is $5,665,000. 
This amount—an increase of $1,376,000 over the current year’s limitation—is 
considered necessary to maintain examinations in a current 12-month status. 
At the close of fiscal year 1956, the average period between examinations was 13 
months; this average will be reduced to 12 months in the current fiscal year, 
and this latter status will then be maintained. 

The budget is based upon the following assumptions: That it is essential to 
keep the examining schedule on an annual basis; that the Board’s policy of oper- 
ating economically, yet soundly and effectively, will be maintained; and that 
the present rate of growth in the number and size of insured associations will 
continue through 1958. 

The budget program is designed to permit the Board properly to discharge its 
responsibilities and at the same time to protect the interests of all parties con- 
cerned : the Federal Savings and Loan Insurance Corporation; the approximately 
17 million people who have savings accounts; the 5.5 million families that are 
financing their homes through these institutions; and the nearly 80,000 directors, 
officers, and employees engaged in the savings and loan business. 


SUMMARY 


The following summary permits a comparison of the estimate for 1958 with the 
amounts for 1957 and 1956: 


Description Actual 1956 Estimate Estimate 
1957 








Ne cle ne anodagtdin dan odie: dike ~ 4 Misi wnat dia all 487 
ih (scciecutdwudunnesonentGenuwes ; 412.4 


Personal services ‘ sicadia $2, 231, 356 , 4 2, 851, 50: $3, 585, 190 
Other expenses 1, 133, 501 , 437, 492 | 2,079, 810 


3, 364, 857 4, 289, 000 | 5, 665, 000 
0 


367 | 0 | 


Total expenses.............-...-- Sen Be 3,364,490 | 4, 289, 000 | 5, 665, 000 


As indicated, authority is requested to spend up to $5,665,000, such funds to 
be collected from the institutions examined. The estimate reflects an increase 
of $1,376,000 over the current fiscal year’s authorization. The increase, which 
provides for an additional 101 man-years, is made up of $733,682 in personal 
services, and $642,318 in other expenses. 

Apart from making provision in the estimate for the expected workload in- 
crease, the Board elected to employ fewer GS grades 5 and 7 examiners and more 
GS-9’s and up. This increase in staff in the higher grades is considered necessary, 
first, in order more successfully to compete with private industry and other 
Government agencies—both Federal and State—for properly qualified personnel; 
second, to retain personnel once they are recruited and prove satisfactory; and, 
third, because of the constant growth of the institutions to be examined and the 
more complex operations and problems associated with such growth. 

Provisions is also made for a 10-percent increase in the current average travel 
cost of $208 per month per examiner. Heretofore, the actual rate for the pre- 
ceding year was used; as a result, it was necessary to request a supplemental 
of $100,000 last year to meet the increase in average monthly travel cost per 
examiner. 

There is also $217,400 provided as the Division’s share of mandatory con- 
tributions to the civil-service retirement and disability fund, an expense not 
heretofore payable by the agency. 

General justification, by object classification, of the need for all increases ap- 
pears later in the submission. 

Functions of the Division—The Division of Examinations conducts regular 
periodic and special supervisory examinations of all Federal savings and loan 
associations, and those State-chartered savings and loan, and building and loan 
associations, cooperative banks, and homestead associations, the savings or share 
accounts of which are insured by the Federal Savings and Loan Insurance Cor- 
poration; also of noninsured member institutions of the Federal Home Loan 
Bank System which are not subject to examination by State authorities. Pxami- 
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nations of insured State-chartered associations are usually made jointly with 
State examiners. 

The Division also examines savings and home-financing institutions which 
apply for insurance of savings or share accounts or for conversion from State 
to Federal charter. 

Growth of associations subject to eramination.—These thrift and home-financ- 
ing institutions have grown very rapidly in recent years; such growth is ex- 
pected to continue but perhaps not at the same rapid rate. In 8 years—June 
80, 1953, to June 30, 1956—the number of insured associations increased from 
8,230 to 3,600, an average of 123 each year; the total assets increased from $21.6 
billion to $36.9 billion, an average of 23.6 percent each year; and the average size 
of each insured association subject to examination increased from $6.7 million 
to $9.1 million, an average growth of 11.9 percent annually. In view of this 
rapid growth and the large volume of lending, it is very necessary, both for 
management officials and for the supervisory agency, that examinations be 
kept current. 

It is estimated that there will be 120 more insured associations at July 1, 1957, 
than at July 1, 1956. Total assets are expected to increase by about 14 percent 
and average size approximately 10 percent. Following is a summary of the 
number of institutions, their total assets, and the volume of new loans made 
each year for the 3 years shown. Indications are that examination time will 
continue to increase at approximately the same rate as in 1956 and as estimated 
in 1957. 








Institutions (start of year) Actual, 1956 Actual, 1957 Estimate, 1958 
hie ica dion nipenntentinenenant 3, 472 3, 600 3, 720 
Assets... .-- = cen i aa allelic ati ei allac ei iain anita cmehepeenalin $31, 500, 000, 000 | $36, 900, 000, 000 | $42, 000, 000, 000 
New loans made during year......................- $10, 000, 000, 000 $10, 000, 000, 000 | $10, 700, 000, 000 


The lending activity of insured institutions or the new loans to be reviewed 
by the examiners has an important bearing on the workload. In fiseal 1955, 
the new loans totaled $9.8 billion and in fiscal 1956, $10 billion. The estimate 
for the current fiseal year is $10 billion or the same as actual experience in 
1956. For fiscal 1958, an increase of 7 percent is estimated. About 36 percent 
of the new mortgage loans made by insured savings and loan associations is for 
home construction. 

There are two factors which will, it is believed, more than offset any possible 
decline in the workload through a possible leveling off in the current rate of 
increase in the lending volume. The first is the strengthening of procedures in 
the examination of State associations made jointly with State examiners. The 
second is the resumption of complete examinations to determine the eligibility 
of applicant associations for insurance of savings or share accounts or for con- 
version from State to Federal charter, as reflected in the Workload table under 
“Pligibility and Member Examinations.” 

Workload.—The workload shown in the workload table on the following page 
supports the need for 90 additional field examiners in fiscal 1958 over the cur- 
rent fiscal year. The estimated workload for 1958 reflects an increase of 16.9 per- 
cent over the current year. It is made up of all Federal and insured State 
associations at the beginning of the budget year; it also includes the number of 
eligibility and member examinations estimated for the year. Based upon the 
estimated average man-days per examination required in each of the categories 
shown in the workload table, the total man-days is determined; the total man- 
days is then divided by the average number of days worked by an examiner dur- 
ing the year, thus determining the number of field examiners required. 


PROGRAM HIGHLIGHTS 


Mr. Tuomas. Examinations to be completed—the number examined 
is 3,155. It jumps up to 3,775 in 1957, and it is estimated to be 3,970 
in 1958. 

Average volume new loans made by the insured institutions. What 
is that for ? 

Mr. Bonersteet. That is for the entire year. 





93 


Mr. Tuomas. 2.8 million for 1956; $2.7 million for 1957, and $2.8 
million for 1958. 


The budget request of the Division of Examinations for fiscal 1958 is $5,665,000. 
This amount—an increase of $1,376,000 over the current year’s limitation— 


The reason is, at the close of fiscal year 1956, the average period 
between examinations was 13 months. This average will be cut to 12 
months, and in the current year you expect to keep it on a 12-month 
basis; is that correct ? 

Mr. Rozertson. That is right. 

Mr. Tuomas (reading) : 

The budget program is designed to permit the Board properly to discharge 
its responsibilities and at the same time to protect the interests of all parties 
econcerned—the Federal Savings and Loan Insurance Corporation; the approxi- 
mately 17 million people who have savings accounts; the 5.5 million families that 
are financing their homes through these institutions; and the nearly 80,000 
directors, officers, and employees engaged in the savings and loan business. 

Mr. Bonesteev. That 5.5 million comes from annual reports of 
associations. 

Mr. Tuomas. In other words, is that the number of houses you 
finance, then / 

Mr. Bonrstret. No, the number of loans. That is the total number 
now outstanding in insured associations. 

Mr. Tuomas. Well, that is a pretty good par, anyway. 

Mr. Bonesteeu. This applies only to the insured associations. 


PERSONAL SERVICES 


Mr. Tuomas. Let’s look at the table on page 57. Here are your 
estimates. An increase of 72 positions over last year. Namely, it is 
645, which is an increase of 72 for 1958—573 for 1957, and 487 for 1956. 

Personal services will cost this year, $3,585,190, against $2,851,508 
last year. That includes your pay raise. 

Your “Other expenses” this year is $2,079,810, against $1,437,492 
for 1957. 

The increase provides an additional 101 man-years. Yet, your 
table shows an increase in 72 positions. Don’t you have that reversed / 

Mr. Corcoran. No, sir. 

Mr. Tuomas. A man-year is about 1.15 positions—about 15 per- 
cent. If you have 101 man-years, you should have about 115 jobs. Is 
that correct ? 

Mr. Corcoran. We evaluate a man-year on the basis of a man who 
worked for a full year—on that basis we decide that that is a man- 
year. Now, we know that we can’t get men to stay on the job for the 
full year, they leave and others come in, and that 1s where we provide 
for the positions. But we say, in effect, that we need, working for 
the full year, 525 people, and for 1958 we need 626. 

Mr. Tuomas. On you own figures, you want 72 positions more than 
you had last year, is that right ? 

Mr. Corcoran. That is right, sir. 

Mr. Tuomas. Before we look at the “Other objects,” this paragraph 
is worthy of reading: 

Growth of association subject to examination.—These thrift and home- 
financing institutions have grown very rapidly in recent years; such growth 
is expected to continue but perhaps not at the same rapid rate. In 3 years— 
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June 30, 1953, to June 30, 1956—the number of insured associations increased 
from 3,230 to 3,600, an average of 123 each year— 

What makes you think you can’t keep that up? 
the total assets increased from $21.6 billion to $36.9 billion, an average of 23.6 
percent each year— 
that is really going to town— 


and the average size of each insured association subject to examination increased 
from $6.7 million to $9.1 million,— 

that is a pretty good growth— 

an average growth of 11.9 percent annually. In view of this rapid growth and 
the large volume of lending, it is very necessary, both for management officials 
and for the supervisory agency, that examinations be kept current. 

Well, we don’t disagree with you there. The only trouble is, in 
our judgment you haven't been doing it often enough. 

Do you have any States now that you are not covering? 

Mr. Bonesreex. No, sir. 

Mr. Tuomas. For awhile, there were 2 or 3 States where you didn’t 
even give them the once-over. 

Mr. Bonesteet. We do now. 

Mr, Tuomas. What States were they ? 

Mr. Bonersteet. Illinois, Louisiana, and New York. We now cover 
them all. 

Mr. Tuomas. The Corporation is getting down to where it is cover- 
ing all the States and all the institutions in the States that are subject 
to the jurisdiction of the Corporation. 

Is once every 12 months enough, gentlemen ? 

Mr. Rosertson. It should be enough. 

Mr. BonesteeL. That means we make some of them in 10 months 
and some in 11, to get that average. 

Mr. Rosertson. And we sometimes make special examinations when 
the need is indicated. 

Mr. Tuomas. That has been gone into this morning about these 
special examinations, and that is done quite often; isn’t it ? 

Mr. Hatianan. Yes, it is a matter of regular procedure. 

Mr. Tuomas. How many sick institutions do you have now? Do 
you have any in liquidation ? 

Mr. Bonusterx. Sickness is a matter of degree. There are about 
3 dozen cases that are extrasupervisory right now. 

Mr. Tuomas. Where is that page showing your financial arrange- 
ment, where you are organized, what your losses have been, and your 
current insurance ? 

Mr. Corcoran. That is in the justification of the Insurance Corpora- 
tion. 

WORKLOAD DATA 


Mr. Tuomas. I would like to read into the record this paragraph, 
here, on “Workload,” and maybe you can clear that up: 

The workload shown in the workload table on the following page supports 
the need for 90 additional field examiners in fiscal 1958 over the current fiscal 
year. The estimated workload for 1958 reflects an increase of 16.9 percent over 
the current year. 

I have a question mark here of how you arrived at this. We will 
go into that ina minute. [Reading] 
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It is made up of all Federal and insured State associations at the beginning 
of the budget year; it also includes the number of eligibility and member ex- 
aminations estimated for the year. Based upon the estimated average man- 
days per examination required in each of the categories shown in the workload 
table, the total man-days is determined; the total man-days is then divided 
py the average number of days worked by an examiner during the year, thus, 
determining the number of field examiners required. 


How many did you work this year ? 
Mr. BonesTeev. 226 in 1956, 


Mr. Tuomas. Will you insert this table on page 60 in the record ? 
(Page 60 of the justification follows :) 


Division of ecaminations— Workload 


Actual, Estimate, | Estimate, 
1957 1958 





Federal associations: 
Number of associations ‘ a ia/nabak tice dias 1, 656 
New associations and additional examinations. __- bit hbdes 44 
Total examinations to be made. he AE EE RENE 1,700 | 
Examinations made isd2hb bua 1, 508 


Examinations not made_._.........-...-.--- : 192 


Insured State associations: | 
Number of associations. --- acideadinks a 1,816 , 1,000 
New associations and additional examinations._.___------___-- 5a 19 5 


Total examinations to be made heed So aah ED KS ba 1, 835 , 916 2, 010 
Examinations made FAs cnnbtsctel: pede te 1, 610 . 916 | 2, 010 


Examinations not made 
Eligibility and member examinations. --_.-.-- 


Federal associations: 
Examinations made or to be made scaideaitn Badd : : 
Average man-days per examination. __. Siddiddol 36.7 | 40.0 
Total man-days required Ree 55, ¢ 69, 360 | 
Insured State associations: 
Examinations made or to be made _- acs stctntinachleied a Oe 1, 610 1, 916 
Average man-days per examination. -__-- awiatath Piakabinesinind 16.3 17.0 
Total man-days required Pextiee cs 26, 243 32, 572 
Eligibility and member examinations: 
Examinations made or to be made _- L salibbesibbiees 125 
Average man-days per examination ___- 20. 0 
Total man-days required cictibainssicaaaciela iain panacea f 2, 500 | 
Man-days required for: | 
Federal associations suse Z | 55, 69, 360 
Insured State associations. -------- i ela gink | 26, 24; 32, 572 
Fligibility and member. .--- Ss saadaaa tebe aaa 5e 2, 500 
Special examinations and services.__- : i 2 2, 200 


Total man-days required Sea sigtcdbs bitin nd Ceca , 106, 632 


Examiner working days each year 


Examining personnel] required _-.__- 
Less: Chief examiners hha 


Field examiners required _. 


Mr. Tuomas. How many hours a day do these examiners work? 

Mr. Bonersteev. Eight hours. 

Mr. Corcoran. Don’t they frequently work nights in the hotel pre- 
paring their reports? 

Mr. Tuomas. You have a table showing they worked 232 days in 
1956, 226 days in 1957, and 222 in 1958. 

Mr. Bonestret. May I explain that for a moment ? 


88278—57—pt. 1—_—-7 
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You start with 365, and you take out Saturdays and Sundays, and 
you have 261. Then you take out your holidays, and you have 254, 

Now, our overhead is only 8 days per examiner. And annual leave 
is figured at 18 days a year, and sick leave at 6. Those 3 items make 

32 to be deducted from 254, making 222. 

Mr. Tuomas. Is this the result of technocracy, where the expense 
goes up and the number of days goes down ? 

Mr. Bonesteet. The principal reason for the days going down was 
we had so many new people who in 1956 hadn’t the annual leave to 
take. They hadn’t accrued it yet. 


RECRUITMENT PROBLEM 


Mr. Tuomas. I want to look at your other objects. Your travel is 
out of line, and 2 or 3 other things, and you want some grade 9s in 
here in your Auditing Section or “E xamining Section. What does a 
grade 9 draw ? 

Mr. Bonesteet. $5,440, to start with. 

Mr. Tuomas. I don’t think you will get too many young fellows 
to go into this business. If there is any place on earth where you 
don’t need cheap help, it ought to be your shop. 

Now, don’t go out here and try to see how cheap a man will work, 
You'd better take another look and see how good a man you can get, 
and you pay him what he is worth. If he is hanging around the place, 
he is worth more than $5,000 for a year. 

Mr. Bonrstrer. We have to start most of them at a grade 7, which 
is $4,525, because of the civil service regulations. They have to have 
1 year of specialized experience, for 7. They have to have 2 years of 
specialized experience before we can start them in 9. Occasionally, 
we do starta manin9. We want to, if we can. 

Mr. Tuomas. Have you explained your problem to the Civil Service 
Commission ? 

Mr. Bonrsteet. Mr. Dixon, I believe, is quite familiar with that. 

Mr. Drxon. I am not as familiar with it as Mr. Smith. Mr. Smith, 
I think, has had more contact on it. 

Mr. Suir. The contact I have had with the Commission has been 
with respect to getting our top grades raised, getting some supergrade 
jobs, which we have been unable to do. 

Mr. Tomas. Well, supergrades are one thing, but this is a part 
of your activity. If these folks don’t turn in a good accounting of 
what is taking place in these member institutions, the Board and the 
staff is sunk. You are pegged to the quality of the job done by the 
individual examiners in the individual institutions. That is the start- 
ing point. If you get the wrong dope, anything can_happen. 

Mr. Bonrsreet. We probably should be out from under civil service. 

Mr. Rosertson. If this matter of examiners’ pay hasn’t been 
explored sufficiently with the Civil Service, I assure you that it will 
be done. 

Mr. Bonesreet. It is a matter of grades. We have fought it out. 

I might say one thing we are trying to do now is to get permission, 
despite | the Whitten amendment, to go from these 2 low grades, 5 and 
7, after 6 months. I think we will be successfyl in that. That may help 
a little in our recruiting. 
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Mr. Tomas. What do you pay your old-timers who have been 
with you—how many of the old-timers do you have now; or on your 
94th birthday, what did you have ? 
~ Mr. Bonesrern. The chief examiners get an average of a little 
over $10,000, and of course they have to compete with others in the 
same type of work who are getting probably $15,000 or $16,000. The 
difficulty is getting these young people to start, and holding them. 

Now, our turnover in the first half of this year was at an annual 
rate of 18.2 percent. Our personnel turnover. ‘These associations are 
trying to get these fellows. When they have a little examining expe- 
rience, they offer them a job. 


PERSONNEL TURNOVER RATE 


Mr. Tuomas. What is the general turnover altogether in your 
agency ¢ 

Mr. Corcoran. About 17 percent, Mr. Thomas. 

Mr. Tuomas. In the three divisions? In the Board, the Insurance 
Corporation, and the Examining Division? 

Mr. Corcoran. I have them individually: 13.6 in the Board; 17.9 
in the Division of Examinations; and 12.8 in the Insurance 
Corporation. 

Mr. Tuomas. In the Examination Division, that is 18 percent. Is 
that stenographers or secretaries, or were they examiners? 

Mr. Corcoran. The field examiners. 

Mr. Bonestret. For examiners only, it was at an annual rate of 
18.2 for the first half of this fiscal year. 

Mr. Hatianan. Actually, the figure is probably higher than that, 
because we have had a recruitment program going on, have we not, 
Mr. Bonesteel ¢ 

Mr. Bonesteri. Yes. 

Mr. Hattanan. It helps reduce the ratio. 


NUMBER OF EXAMINERS 


Mr. Tuomas. What is the number of examiners ? 

Mr. Corcoran. We are asking for 645 positions. 

Mr. Tomas. I just want examiners. 

Mr. Bonrstee., 562 is what we are asking for. 

Mr. THomas. 562 examiners, and the rest. of it is clerical help? 

Mr. Bonrsrert. And the 12 chief examiners, yes. 

Mr. Tomas: Is your turnover in your clerical help or with the 
examiner's / 

Mr. Bonrsterx. This refers only to the field examiners. 

Mr. Yates. How many do you have now? 

Mr. Bonrstren. We now have 420 on the staff. 

Mr. Yates. 420 examiners? 

Mr. Bonesterw. Yes. 

Mr. Yates. How many did you have in the previous fiscal vear ? 

Mr. Bonesteet. We averaged 352 in fiscal year 1956. 

Mr. Yates, 420, and you want 562. 

Does that appear in your justification ? 

Mr. Bonesteev. I think it does. 

Mr. Yates. On what page? 
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Mr. Bonrstreet. On page 60, it shows how we broke it down by man- 
days and man-years. 

Mr. Yates. That shows field examiners required. Is that the same 
as the number of field examiners actually employed ? 

Mr. Corcoran. In the first column, 1956, it shows actually what 
was employed, and in 1956, 352. 

Mr. Yates. How many are employed now? 

Mr. Bonesteet. We actually have on the payroll today 420. 

Mr. Yates. 420 today actually working ? 

Mr. Bonssteen. Yes, sir; active. 

Mr. Yates. Where did you get the figure of 460? 

Mr. Bonrsteet. That is what we were authorized for 1957, and 
we haven’t been able to build up to it yet. 

Mr. Tuomas. You are going from 18 months to 13 months to 12 
months, and you had to include three States. You are going to finish 
the year the way you are going now, with a surplus of limitation, 
we will say. 

Mr. Corcoran. That is right, sir. 

Mr. Bonrsteext. That will probably be true, but you know, Mr. 
Chairman, this is the first year we have been able to recruit without 
fear of the limitation on us. Last year, for several months we couldn't 
recruit. We had to come back for a supplemental authorization, and 
we had to stand still for quite some time. We couldn’t get a running 
start into this fiscal year of 1957. 

Now, the authorization is sufficient so that, as you say, we may have 
something left. But we are aiming to use it all, if we possibly can. 

Mr. Tuomas. Well, what are you waiting on? 


RECRUITING PROBLEM 


Mr. Bonesteet. We are not waiting; we are just fighting, trying 
to get men. 

Mr. Tuomas. Let’s take first things first. It isn’t your limitation 
that is bothering you, it is your pay scale that is bothering you; isn’t 
it? Isthat the reason you can’t fill these jobs ? 

Mr. Bonesteew. I think you are right. 

Mr. Tuomas. The limitation amounts are nothing, then. It is the 
pay scale. 

Can we help you in any way? Do you have any suggestions? Have 
you talked with the legislative committee? Have you alked with 
anvbody ? 

Mr. Bonesteri. Our General Counsel has, as I understand it. He 
has been over there talking about the possibility of getting out from 
under civil service. 

Mr. Tuomas. Well, maybe you don’t want out from under civil 
service. We would like to make your grades consistent with the facts 
of life, shall we say. 

Mr. Yates. You say you are limited to hiring examiners now at 4 
certain rate. I think it was GS-7, and you have to have a GS-9. 

The committee asks you whether anybody has applied to Civil Serv- 
ice for authority to raise that minimum up to a higher minimum, and 
the answer that we get is “No, we have concentrated on trying to get 

le of supergrades.” 
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Mr. Bonestee.. Let me revise that answer, if you understand it that 
way: We have tried several times to change that. The Civil Service 
Commission says, “That is the same as FDIC. They (FDIC) re- 
quire 1 year of specialized experience for 7 and 2 years for 9, and you 
people have to do the same thing.” vy 

Mr. Yates. How many times have you talked to the Commission on 
this and how recently ? 

Mr. Bonestee.. Less than 60 days ago, I was over there with our 
personnel director. 

Mr. Yates. And they turned you down on it ? 

Mr. Bonerstreen. Yes, sir. 


SUPERVISORY CASES 


Mr. Tomas. How many sick institutions do you have now in the 
Insurance Corporation that you are nursing, that are even in liquida- 
tion, and so forth? In other words, your activities and those of the 
Insurance Corporation go hand in hand; don’t they ? 

Mr. Bonrsreet. Yes, sir 

Mr. Tomas. How many sick ones do you have now ? 

Mr. Bonestren. That is a matter of degree. As I said, we have 
about 3 dozen that are special, supervisory cases. 

Mr. Tromas. That is the Insurance Corporation’s job, I presume, 
and the Board’s job? 

Mr. BonesteEL. The Board’s job is supervision. 

Mr. Tomas. How many are you liquidating now, Mr. Husband ? 

Mr. Huspanp. None. 

Mr. Tuomas. Didn’t you have one in Tllinois and one down in 
Virginia ? 

Mr. Hvsranp. That was a little while back, but as of this date 
there is none in liquidation. 

Mr. Tuomas. Did the Examining Division fail to catch this one 
in Illinois and this one down in Virginia? Did they catch those de- 
fects going on down there ? 

Mr. Hatianan. We didn’t have one in Illinois. That was another 
agency. 

Mr. Trromas. That wasa bank. 

Well, you had one down in Virginia; did you not ? 

Mr. Bonrstret. Yes, sir; we did. That is quite a long story. It 
was a joint examination with the State Department. We didn’t 
have our joint examinations on what we thought was a sound basis at 
that time. and the Board has subsequently laid down four provisos 
or rerulations governing al] joint examinations. We think we have 
tied that up, now. 

Mr. THomas. Well, anyway, you missed it. 

Mr. Bonrstret.. Yes. In that type of examination we were making, 
we missed it. The association never did have a real examination un- 
til we went in there all by ourselves. 

Mr. Trromas. How much money did that cost you, Mr. Husband ? 
IT mean. the Insurance Corporation. 

Mr. Hvuspranp. As of this date, we have $308,000 tied up: and, if the 
lawyers’ predictions concerning the suits prove to be true, we won’t 
lose any. 
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Mr. Tuomas. What do you mean winning the suits? Winning the 
suits is one thing and having something to levy on is something else. 

Mr. Hussanp. They have been able to trace the embezzled money 
into specific properties, and so they are bringing suit to get title to 
those properties which we would liquidate. 

Mr. Hatianan. We expect to come out whole. 


FIELD EXAMINERS 


Mr. Tuomas. You are growing in amounts and numbers, associa- 
tions and deposits. However, your inspection service is apparently 
not growing in proportion to the other. 

How many people do you have on the payroll today, 420? 

Mr. Bonesteet. Yes, sir, examiners. 

Mr. Tsomas. How many examiners did you have at July 1, 1955? 

Mr. Bonesteeu. We had an average in fiscal year 1956 of 352. We 
had an average in fiscal year 1955 of 276. So really we have been 
going reasonably well in our recruiting; but we are lagging. We 
would like to have 460 examiners on the staff right now, whereas we 
have only 420. 

Mr. Tomas. We raised the limitation about $1 million, 1957 over 
1956. 

Mr. Bonrsteeu. Yes, sir. 

Mr. Tuomas. Was that all you asked for ? 

Mr. Corcoran. We asked for what we got. 

Mr. Tuomas. You didn’t ask for all of that; did you? We sort of 
forced that on you, didn’t we ? 

Mr. Corcoran. Yes, sir. You requested the second part of that, 
actually. 

Mr. Tuomas. I will read this statement into the record. This is an 
excerpt from page 62. 

At the beginning of fiscal 1957, the average period between examinations— 
which a year earlier had been 15 months, and 2 years earlier, 18 months—had 
been reduced to 13 months. The weighted averages for 192 Federal associations 
and 225 insured State associations not examined during the year were 12.9 
months and 13.3 months, respectively. 


It won’t hurt to follow that with a statement from page 63. It says: 


To sum up, reducing the examinations made and to be made in all four categories 
to a man-day equivalent, the actual man-days required last year were 84,541; 
for the current year, 106,632 man-days are estimated, an increase over last year 
of 22,091 man-days, or 26.1 percent. 
Let’s see about your other objects. I thought your travel was out 
of line there. 
NONADMINISTRATIVE EXPENSES 


Mr. Reporter, will you insert in the record at this point page 65, 
which gives personal services in the field offices, and page 66, the “Other 
objects.” 
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Comparative summary of nonadministrative expenses—fiscal years 1956, 1957, and 


1958 
PERSONAL SERVICES 


Home office... 


Field: 
Boston 
New York 
Pittsburgh 
Greensboro... 


Actual 1956 


| 
A verage| 
nium ber} 


Amount 


127, 500 
215, 460 
185, 961 


287, 997 | 


Cincinnati 
Indianapolis 
Chicago 
Des Moines E 3 506 
Little Rock 23. ; 22 512 
Topeka ; ‘ 22 218 
San Francisco: 
Portland area 
Los Angeles area 


Total field... 


232, 031 
159, 068 


3, 831 
7, 816 
2, 193, 541 
Total personal services 2, 231, 356 


Estimate 1958 


Amount |Aver ige| Amount 
jnum ber 


Average! 
number 


| 
| 


$51, 067 


144, 704 
264, 112 
247, 871 
390, 282 
303, 640 
184, 363 | 
315, 185 | 
140, 344 
164, 848 


142, 652 


176, 707 
315, 687 
307, 109 
535, 088 
379, 248 
212, 066 
404, 698 
167, 096 
201, 191 
171, 105 


150, 498 
355, 439 


89, 978 
74, 150 


2, 803, 938 3, 534, 123 
2 851, 508 3, 585, 190 


OTHER EXPENSES 


Travel 
Transportation of things 
Communication services 
Rents and utility services__. 
Printing and reproduction_. 
Other contractual services_._. 
FHLBB services 
Services performed by other agencies 
Supplies and mat 
Equipment 
Grants, subsidies and contributions 
Taxes and assessments 


1 
riais.. 


Total other ext 


nses 


Total gross expenses 


Reimbursements from other account 


Total expenses 


1956 actual stimate} 1958 estimate 


, 600 
3, 000 

800 
5, 000 
, 100 


3, 525 


532 $1, 552 


51. 870 
51, 000 
S, HOO 
11, 900 
103, 670 
130 
14, 340 
18, 000 
0) 
1, 400 
, 427, 492 2, 079, 810 
, 289, 000 5, 665, 000 
367 0 0 
3, 364, 490 , 289. 000 5, 665, 000 


Mr. Tuomas. Your travel costs jump up to $1,552,600, as against 


$1,173,532 last year. 


The increase in per diem went in the 1957 budget, did it not? 


Mr. Bonesteen. That is right. 
Mr. Tuomas. What was that increase ? 
Mr. Bonesteet. From 9 to 12. 


We pay $12. 


Mr. Tuomas. That is reflected in your 1957 estimate ? 


Mr. Bongstee.. That is right. 


Mr. Tuomas. On your employment figures you will only ne 
Mr. Tomas. On } loyment figures you will only need 


$225,000. 

Mr. Bonesrren. Last + 
additional $100,000 authorization. 
some districts we have an adequate staff. 


vear we had to come back and ask for an 
One reason is this. 


We find in 
In other districts we don’t, 
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so we have to shift examiners from one district to another and that 
costs us a lot of travel money. 

Mr. Tuomas. For the first time you have $217,400 for your con- 
tribution to the retirement fund; is that right ? 

Mr. Bonesteet. That is right. 

Your “Other objects” are about $500,000 in excess of last year. 

Mr. Corcoran. It is principally in the travel item. 

Mr. Tuomas. You have 8 slight increase of about $10,000 in your 
“Communications service”; you have an increase of $4,000 in your 
“Rents and utilities,” an increase of $50 in your “Printing and repro- 
duction,” and about $2,000 here in your “Other contractual services,” 


Pages 74 and 75 look good here. Let’s take a look at the Insurance 
Corporation. 


















FeperAt SAVINGS AND LOAN INSURANCE CORPORATION 


Program and financing 


a 
1956 actual | 1957 estimate | 1958 estimate 













| 
Program by activities: 





NS ace seins | ohh tainandcabnengee<at ayia $103, 189 $119, 287 | $137, 054 
2. Prevention of default and payment of insurance... ____| 57, 773 | 70, 212 79, 923 
3. Analysis of operations 159, 509 180, 141 | 230, 444 
4. Executive direction and fiscal and other administra- | | 

tive services_. ‘ ie 188, 488 | 226, 360 | 252, 579 










Total administrative expenses_.____..._..-- oss! 508, 959 | 596, 000 700, 000 
Financing: 


Unobligated balance no longer available 476, 041 | 





596, 000 700, 000 








ii Biol taken dds ons ; ; 985, 000 | 


Accrued administrative expenses by objects 





| ‘ | 
1956 actual | 1957 estimate | 1958 estimate 
| | 








Total number of permanent postions jek eek e matteo ace 7 80 | 86 | 97 
Full-time equivalent of all other pomitions Mgt ebbticlestcbteika 1 1 | 

Average number of all employees---...............-----.------ 7% 82 | 90 
Number of employees at end of year_...-....---- 77 86 97 


=< coce| ‘a | vi 


General schedule grades: 


Average salary... .-..--------------+-+---------+---2--| $5, 966 | $6,015 | $5, 963 
BIVENGS BIR. 6 cto rece c cwecwewsccccnccccsnscencse GS8-7.7 | Gs 8.0 | GS-8.0 














Personal services: 





Permanent positions_._----- a rt aR al, $433, 258 $494, 648 | $542, 7 

Positions other than permanent. Sa nsdeseenakeh’ 5, 622 7, 052 5, 525 
Regular pay above 52-week base. ...........-----.--..| By MR Ohthen se sediohte -| 2, 246 
Payments above basic rates .................-...--..-.| 7 ea ov 























Total personal services_.......-.-- 446, 437 | 501, 700 550, 500 
Deduct portion not chargeable to administrative | | | 
ia datieseechawesddnicaesnn a elnemeeeee RGF an sd eptnemelicsdees 






Net personal services... ........-.-------------. 444, 950 | 501, 700 530, 500 

OG SE on desk busi hecothans pei cnrusmmantiiiaccsaiel 6, 750 15, 400 | 15, 400 

03 Transportation of things. itis + ohsde Pedu sede hencank ell 3 | 100 | 100 

04 Communication services.-..--..- < —_ 10, 351 | 11, 600 | 12, 800 

05 Rents and utility servles__-- pamttibiends dadanenaine : 7 29, 347 | 36, 500 | 46, 100 

06 Printing and reproduction -----...-- sssalabipaciiaain cat 2,193 | 13, 900 | 15, 200 

7 Other contractual services oe 6, 220 7, 500 15, 200 

Services performed by other agencies. 4, 291 | 5, 000 | 5, 000 

08 Supplies and materials._--- cnivihaatads tiideadeamaainlanen 4, 614 | 4,000 | 5, 650 
11 Grants, subsidies, and contributions: 

Contribution to retirement fund_- dbhidsoiia dbs te cant teablaodtichddiths 33, 750 

eee shi cntansnseerenh guadbaenedech 240 | 300 300 








Total accrued expenditures ..-.............---. haneiein 508, 959 596, 000 700, 1, 000 
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Mr. Tuomas. Will you insert pages 74, 75 and 76. 


(The pages referred to follow :) 


FEDERAL SAVINGS AND Loan INsvu 


RANCE CORPORATION 


A. Statement of sources and application of funds 


FUNDS APPLIED 
To operations: 
Acquisition of— 
Assets purchased to prevent default of insured institu- 
tions eine ‘ 
Furniture, fixtures, and equipment 
Expenses. - .---- 


Total applied to operations 


To financing: 
Increase in investments in United States securities held 
(par) 
Repayment of capital stock to T reasury ‘ 
Payment of return on capital stock to Tre: usury. 
Increase in cash with Treasury - 


Total applied to financing. 
Total funds applied 
FUNDS PROVIDED 
By operations: 
Income - - 
Proceeds from sale of assets purchased to prevent default 
Decrease in selected working capital ; 


Total provided by operations... 
By financing: Decrease in cash with Treasury 


Total funds provided - -- 
BUDGET EXPENDITURES 


Funds applied to operations _-_ 
Funds provided by operations... -- 
Net budget expenditures 


NOTE.- 


-The above are credited to net receipts of the fund. 


B. Statement of income a 


-| —27, 445, 


1956 actual 


| 

nisl nachahehnasnatetenasctigainaienti 
| 
| 


| 


$423, 351 
11, 698 | 
911,876 | 


L 346, 925 


15, 000, 000 
11, 982, 000 
757, 241 


7, 689, 241 | 


29, 036, 


166 


8, 792, 501 
243, 665 | 


29, 036, 


166 


1, 346, 925 
28, 792, 501 


| 1, 027, 690 
} 35, 366, 716 
| 


576 026 


34, 339, 


nd erpense 


1956 actual | 1957 estimate 





Income: 
Insurance premiums and admission fees earned 
Interest earned on United States securities 
Adjustment: Cancellation of contribution agreement_---- 
Miscellaneous........- a 


Total income. . - 


Expenses: 
Administrative expenses 


Payment to Federal Home Loan Bank Board for services 


and facilities 


Subtotal 
Loss on assets acquired to prev ent default. 
Depreciation... 
Increase or decrease (—) in allowance for losses on assets 
acquired through nr of default and payment of 
insurance... . 


Total expense 


Net income for the year 


$27, 870, 8 
6, 133, ! 
16, 5 


34, 021, 


596, 000 


, 090 
, 090 


53, 300 
13, 600 


— 53, 300 


1, 027, 690 


32, 994, 010 


| 1957 estimate | 


1958 estimate 


$15, 800 
1, 236, 700 


1, 252, 500 


21, 000, 000 
16, 498, 000 
989, 300 
307, 413 


38 794, 713 


40, 047, 


38, 619, 900 
114, 400 
l, $12, 913 


40, 047, 213 


40, 047, 213 


1, 252, 
40, 


500 
047, 213 


—38, 794, 713 


1958 estimate 


$32, 036, 900 
6, 582, 400 


600 
38, 619, 900 


700, 000 


536, 700 
, 236, 700 
26, 700 
15, 800 


—26, 700 
L, 252, 500 


37, 367, , 400 
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ANALYSIS OF RETAINED EARNINGS 


Retained earnings, beginning of year____- sicily teedaalina $171, 483, 341 | $198, 476, 393 
Payment of return on capital stock to Treasury - —757, 241 | —1,319, 650 


Retained earnings, end of year___.........--.- _.| 198, 476, 393 | 230, 150, 753 | 


C. Statement of financial condition 


| 


| 1955 actual 1956 actual | 1957 estimate 


ASSETS 

Cash: 
With U. S. Treasury See . $1, 293 
my 


362 $1, 031, 527 
On hand and in transit —he~- 2, 217 


90, 387 


Total cash. _. nails ai 1, 365, 579 1,121, 914 
Accounts receivable . ; / | 5, 278, 388 7, 298, 327 
Deferred charges 1, 007 R86 
Investments in United ‘St: ates securities (par)_.| 241, 690, 000 256, 690, 000 
Assets acquired through prevent of default and | 

payment of insurance: 
Assets purchased to prevent default of in- 
sured institutions 
Pending and unclaimed insured accounts in 
liquidated institutions - -. - - | 
Less allowance for losses 


Net assets acquired. -_--.-- . 


Furniture, fixtures, and equipment 
Less portion charged off as depreciation 


Net furniture, fixtures, and equipment 
Total assets.....-.. healt nical deincath : 248, 341, 419 265, 460, 923 | 285, 666, 094 


LIABILITIES 


Current liabilities__ | 73, 810 1 83, 210 | 71, 121 
Deferred credits: Unearned insurance pre- 
miums._.-_....... ‘ aid 10, 005, 268 12, 054, 320 14, 473, 220 


Total liabilities__...__- ida ve Peed oe 4 10, 079, 078 12, 137, 530 “14, 544, 341 
INVESTMENT OF U. 8. GOVERNMENT 


Interest-bearing investment: | 
Capital stock (held by U. 8. Treasury) 54, 847, 000 40,971,000 | 24, 473, 000 
Provision for retirement pursuant to 
Publie Law 576, 81st Cong ------.| 11,982,000 13, 876, 000 16, 498, 000 


Total interest-bearing investment......| 66 , 779, 000 54, 847, 000 40, 971, 000 


Non-interest-bearing investment: 
Retained earnings: 
Reserve for insurance losses _ -- | 170, 726, 100 197, 156, 74¢ 229, 161, 453 
Reserve for return on capital stock - - 757, 241 1, 319, 989, 300 
Total non-interest-bearing invest- 
ment_. Riccegnie Glaaiidieoiaatasaapene 3 171, 483, 341 198, 476, 39% 230, 150, 7 


Total investment of U. S. Govern- 
ment_. ; : ...--| 238, 262, 341 253, 323, 39% 271, 121, 


Total liabilities and investment of 
U. 8. Government... ...| 248,341, 419 265, 460, 92: 285, 666, 094 


1 Does not include accrued annual leave of $89,787.12. 


INCOME AND EXPENSE 


$230, 150, 753 
= 989, 300 


266, 528, 853 


‘stimate 


$1, 482, 316 
90, 387 


, 572, 703 
, 072, 646 


1, 699, 000 


595 
6, 445 


99, 1 57 
99, 157 


308, 341, 794 


84, 421 
7, 255, 520 


7, 339, 941 


789, 000 


, 684, 000 


, 473, 000 


265, 928, 253 
600, 600 


266, 528, 853 


291, 001,8 358 


308, 341, 794 


Mr. Tuomas. Administrative expense jumps up to $700,000 against 
$596,000 for last year, and $508,959 for 1956. You pay to the bank 


board, $536,700, against $418, 90. 
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Mr. Corcoran. The payment made to the bank board by this item 
is not included as part of the estimate. It comes from the general 
funds of the Corporation as an assessment against the Corporation 
for its proportion of the administrative expenses of the Board. 

Mr. Tuomas. Your total expenses are $1,252,500 against $1,027,690 
for last year. 

You are not doing bad on your income. 

Insurance ‘premiums and admission fees, $32,036,900 for 1958, 
against $27,870,800. Your total income is $: 38,619,900 against 34,021,- 
700 for 1957 

INSURANCE LIABILITY 


It is interesting how you arrive at this $37 million. What is your 
total liability ? 

Mr. Hussanp. About $35 billion. 

Mr. Tuomas. What are your total assets? 

Mr. Huspanp. $270 million. That isa current figure. 

Mr. THomas. $270 million. Your lability is around $35 billion. 

The FHA has outside liabilities of about $20 billion or $21 billion. 
They have in the fund about $400 million. 

Mr. Hussanp. We also have as you know $2.5 billion that our in- 
sured member institutions have in their own right. Our total cushion 
is their 2.5 against our 2.7. 

Mr. Yates. You have a potential liability of $35 billion. 

Mr. Husranpb. That is the cushion. 

Mr. Tuomas. Investment in United States securities, you have 
$296,690,000. That is your total assets then, isn’t it? 

Mr. Hussanp. Estimated investments. 

Mr. Tuomas. That is your total assets ? 

Mr. Bongsteet. That is the estimate for 1958. 

Mr. Tuomas. You have an estimated figure here of about $308 mil- 
lion. That is your furniture and other things mixed up in there. 

Liabilities, $17,339,000 

Your estimated liabilities go up to $17,339,941. It is $14,544,341 in 
1957 

PROGRAM HIGHLIGHTS 


Will you put page 77 in the record. 
(Page 77 of the justification follows :) 


Program highlights 


{Dollars in millions] 


| 
| | Estimate Estimate 


Description |} Actual 1956 1957 1958 


Insured institutions: | 
Number... iihhnepirsemeetok ; 3, 600 3, 720 | 3, 820 
Assets. ._. Ls $36, 937 $42. $47, 000 
Insured liability (savings) raters $32, 127 $37, 00 $41, 800 
Reserves and undivided profits. _- Sea chee | $2, 426 $2, $3, 200 
Insurance corporation: | 
Reserve for insurance losses- --- Sie $197 $226 $266 
Percent of authorization to total income 3.4 ! 1.8 


INTRODUCTION 


The Federal Savings and Loan Insurance Corporation insures, up to $10,000 
each, savings accounts in Federal savings and loan associations and in approved 
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State-chartered savings or building and loan associations, known in some sections 
of the country as cooperative banks and homestead associations. 

The budget of the Insurance Corporation is based on (1) the need for main- 
tenance of its essential operations in a current status, (2) Board’s policy of effi- 
ciency with economy in all its operations, and (3) the assumption that there will 
be no basic change in economic conditions during the budget year. 

The budget program is designed to permit the Corporation to handle the var- 
ious insurance activities and to protect the savings of people invested in insured 
savings and loan associations and in insured institutions of the savings and loan 
type. 

_Mr. Tuomas. 3,600 institutions. It goes up 120 in 1957 and an ad- 
ditional 120 in 1958. The assets jumped from $42 billion in 1957 to 
$47 billion in 1958. The Federal Savings and Loan Insurance Cor- 
poration insures up to $10,000 each, savings accounts in Federal sav- 
ings and loan associations. 


ADMINISTRATIVE EXPENSES 


Will vou insert page 78. 

(P. 78 of the justification follows :) 

The following summary permits a comparison of the estimates for 
1958 with the amounts for 1957 and 1956: 


| 
Description Actual, 1956 Estimate, Estimate, 
we 


I. én cacaan- ay iciie trina phibide 
Man-years.. es . ‘ steiddnbiinisinte intial 70.7 





Personal services..............-.-..- oka cca $444, 950 $501, 700 
Speen SGD. 6.0. cece ascend Z tee 73, 711 94, 300 


sce noe 518, 661 596, 000 
Less nonadministrative expenses..- ----- a Perak 9, 702 0 


Total administrative expenses...._.........-....-----.-- 508, 959 596, 000 


As summarized, the Corporation requests authority to spend up to $700,000 of 
its corporate funds for administrative expenses in 1958. This amount is $104,000 
more than the authorization for the current fiscal year. The increase is made up 
of $55,200 in “Other expenses” and $48,800 in “Personal services.” It provides 
for an increase of 8.1 man-years, bringing personnel total to 89.3 man-years, or 
3.3 man-years more than were on the payroll June 30, 1947, at which time insured 
liability was $6.7 billion; at June 30 last, it was $32.1 billion, an increase of 379 
percent. 

Personal services.—The need for the increase of 11 positions (8.1 man-years) 
is outlined in the respective departmental justifications of the divisions involved. 

Other expenses.—The principal increases in “other expenses” are in the items 
of rents and utility services, $9,600; other contractual services, $7,700; and grants, 
subsidies, and contributions, $33,750. Justification of the need for these increases, 
together with justification of all other items included in the category of “Other 
expenses,” will be found beginning on page 100. 


Mr. Tuomas. Positions. 80 for 1956. 86 in 1957, and 97 in 1958. 
An increase of 11. 

Summarized, the corporation requests authority to spend a total 
cost of $700,000 against $596,000 last year. To spend up to $700,010 
of its corporate funds for administrative expense in 1958. This is 
$104,000 more than last year. The increase is made of $55,000 in other 
expenses and $48,000 in personal service. It provides for an increase 
of 11 jobs. 
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INSURANCE LIABILITY 


The Corporation was created in 1934 to insure savings accounts up 
to $5,000. The insurance was increased in 1950 to an amount of $10,000. 

Put page 82 in the record, Mr. Reporter. 

(Page 82 of the justification follows :) 


Insurance liability—The potential liability of the Corporation at the fiscal 
year-ends indicated is shown in the following table : 
Potential 
liability 
At June 30: in billions 


1950 
1952 
1953 
1954 


1 Estimate. 


The Corporation’s potential liability last June was $32.1 billion, an increase of 
$4.7 billion or 17.2 percent over the previous year. It is estimated that this 
figure will continue to increase at substantially the same rate, reaching $37.0 
billion by the end of the current fiscal year and $41.8 billion by June 30, 1958, 
an increase of $9.7 billion, or 30.2 percent since last June. 

Insurance claims.—Since its inception, the Insurance Corporation has had only 
38 settlement cases. Losses, aggregating $5.2 million were experienced in 37 
of these cases, as indicated in the following table: 


Description Number of} Net assets | Shareholders| Estimated 


associations losses 


Number requiring corrective action __ _- 29 $57, 216, 000 55, 037 $4, 895, 000 
Receiverships --. a 9, 210, 000 | 7,705 310, 000 
Purchase of assets 2 27, 153, 000 | , 791 37, 000 


93, 579, 000 | 74, 533 5, 242, 000 


1In 1 case, no loss was experienced. 

As shown, 29 cases required corrective action, 7 were placed in receivership 
and liquidated, and in the remaining 2 cases the Corporation purchased the 
assets of one state-chartered association, and certain assets of the other. The 
losses represent 2.1 percent of cumulative gross income through June 30, 1956. 


Mr. Tuomas (reading) : 

The Corporation’s potential liability last June was $32.1 billion, an increase of 
$4.7 billion or 17.2 percent over last year. It is estimated that this figure will 
continue to increase at substantially the same rate, reaching $37 billion by the 
end of the current fiscal year and $41.8 billion by June 30, 1958 . 


NUMBER OF SAVINGS AND LOAN ASSOCIATIONS 


How many associations are in the United States and what number 
of that amount are carrying insurance with you ? 

Mr. Hvuspanp. There are roughly 6,000 in the United States as of 
December 31. 

Mr. Tuomas. That is State and Federal ? 

Mr. Huspanp. Yes. 

Mr. Tuomas. What part of that 6,000 don’t have insurance? 

Mr. Huspanp. 2,400. 
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Mr. Tuomas. They are only increasing at the rate of 100 a year, 

Mr. Huspanp. The 3,600 account for 91 percent of all of the assets, 
The 2,400 account for only 9 percent of the total assets in the United 
States. In some areas you have overchartering. In Cincinnati you 
have 1 association for every 2,500 people. In Baltimore we have no 
State supervision and we have 1 for every 3,500 people. 

Mr. Tuomas. What is the correct amount? That depends upon 
the income of the State, doesn’t it ? 

Mr. Huspanpv. And the community and that sort of thing. 


BASIS FOR INSURING AN ASSOCIATION 


Mr. Yates. What is the basis? You say one for 2,500 people. Is 
there a norm for this situation ? 

Mr. Huspanp. We think if you get down 

Mr. Tuomas. Let’s go back to my State. We are 17 or 18, or 27 
or 28, I forget which, in national income per capita. Now who has 
the correct figure? Lookit up. That is per capita income. 

In my State of Texas, what is the proper number of persons per 
association ? 

Mr. Evins. How many associations should you have for the great 
State of Texas? 

Mr. Huspanp. It would vary from community to community. If 
it gets down to more than 1 for every 25,000 or 30,000 people, we begin 
to think there is congestion. 

Mr. Tuomas. Texas ranks 28th in national income per capita. 
Again, you have to go back to the location. The location depends 
upon the income. 

Mr. Hatranan. Well, not entirely. I think if you take Baltimore, 
for instance, J think there are 350 savings and loan associations in the 
city of Baltimore. Now, about 49 of those are insured institutions. 

Mr. Tuomas. How do the others make a living, then ? 

Mr. Hatianan. Most of them are small institutions. 

Mr. Bonestreet. Part-time, a lot of them. 

Mr. Dixon. Part-time affairs. 

Mr. Hatianan. Lots of them are very small savings and loan com- 
panies. Not all of them, but a very substantial are. 

We don’t feel we could insure all of them in the city of Baltimore. 
It would not be good for the existing insured institutions or all of 
them competitively. 

Mr. Yarrs. You say you can’t insure 350, for some reason. 

Mr. Hatianan. It would be overinsurance. 

Mr. Yates. Is 49 the correct number ? 

Mr. Hatianan. Forty-nine comes closer to the figure that we have 
been discussing. 

Mr. Yates. What is the basis for the figures? Mr. Thomas is really 
asking you what are your standards for admitting a savings and loan 
institution to any community. You are putting it on a per-capita 
basis, or a per-population basis in one community and then you turn 
around and say, “This isn’t the standard we use in every community.” 
Now, what are the standards you use in every community ¢ 

Mr. Hartanan. The same standards apply in every community. 
If you have a condition in a community you can’t disregard it. Gen- 
erally, there are the statutory requirements. 
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Mr. Yatrrs. Which are what? 

Mr. Hatianan. The soundness of the management, the number of 
other insured institutions. 

Mr. Yares. Is that in the statute? You said you use the standards 
in the statute. What are the standards of the statute ? 

Mr. Hatitanan. For Federal associations there are four: The char- 
acter of the management, the probability of success, the home-financing 
policies they are pursuing and the injury to other local thrift and 
home-financing institutions in the community. 

Mr. Tuom«s. Let’s look at these insurance claims. Since its incep- 
tion, the insurance corporation had only 38 settlement cases. Losses 
aggregating $5.2 million were experienced in 37 of these cases, as indi- 
cated in the following table. 

It shows 29 cases required corrective action, 7 were placed in receiver- 
ship and liquidated and in the remaining 2 cases the corporation pur- 
chased the assets. It represents 2.1 percent loss in 1956, 

You are in pretty good shape. What are your outside liabilities 
and what are your assets ? 

Mr. Huspanp. Right now ? 

Mr. Tuomas.. Yes, sir. 

Mr. Huspanp. As of this date, $34 billion insured liability and our 
assets are almost $270 million. 

Mr. Tuomas. In 1958 you will have $41 billion. 

Mr. Huspanp. I said as of this date. 

Mr. Tuomas. You are shaving this in between 1956 and 1957 ? 

Mr. Huseanp. That is right. 

Mr. THomas. What are your assets as of this date ? 

Mr. Huspanp. $267 million. 

Mr. Tuomas. We used a figure of $308 million, didn’t we ? 

Mr. Hussanp. Yes. 

RESERVES FOR LOSSES 


Mr. Tuomas. Let’s look over on the reserve table and insert that in 
the record at this point. 
(Page 81 of the justification follows :) 


Reserve table 


[In millions] 


Federal | | Federal 
Allinsured | Savings and | Allinsured | Savings and 
At June 30— associations | Loan Insur- At June 30— associations | Loan Insur- 
|} ance Cor- ance Cor- 
poration poration 
1946... dae z $425 $67.3 || 1953 5 | 1, 490 128. 8 
1947 __ oe . 501 78.4 |) 1954.__- 1, 750 147.6 
RSs anak —_ 592 90.9 1955 7 2, 037 170.7 
a2 Spd. as 710 | 105.3 || 1956 2, 426 197. 2 
BG wd hited nS doe Sua] 844 | 1 88.2 1957 2 ‘ 2, 800 229. 2 
Oe | 1, 055 | 99.8 || 19582 3, 200 265. 9 
Sa ere | 1, 275 112.9 
| 
1 Reduction due to payment on June 30, 1950, pursuant to Public Law 576, 8ist Cong., of approximately 


$29 million in lieu of all unpaid dividends on its capital stock. 
2 Estimate. 


Insured member institutions at June 30 last had accumulated total reserves 
and undivided profits of over $2.4 billion, an increase of $389 million (19.1 per- 
cent) over the previous year. The figure reflects an increase of $1.4 billion, 
or 130.0 percent in the last 5 years. Reserves are expected to increase by $774 
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million by June 30, 1958, reaching $3.2 billion, an increase of 31.9 percent since 
last June. 

The basic law requires the Corporation to build up a reserve until it is equal 
to 5 percent of all insured accounts plus all creditor obligations of all insured 
associations. At June 30 last, such reserve fund, after providing for all known 
losses, amounted to $197.2 million, equal to 0.61 percent of the Corporation’s 
potential liability ; 5 percent would amount to $1.6 billion. 

The June 30 figure of $197.2 million reflects an increase of $26.5 million, or 
15.5 percent over the previous year. The reserve is expected to reach $265.9 
million by June 30, 1958, an increase of $68.7 million, or 34.8 percent since June 
30 last. 

Mr. Tuomas. Insured institutions at June 30 last had accumulated 
total reserves and undivided profits of over $2.4 billion. That is in 
addition to the figure you gave awhile ago; is that right? 

Mr. Huspanp. That is right. 

Mr. Tuomas. Does the Corporation have authority to dip into that 
if you ever get into trouble? 

Mr. Huspannv. They must use that up first before they can come 
to us. 

Mr. Tuomas. Yes, but how does that help you when X institution 
has—what is the average in there, $200 ? 

Mr. Huspanp. In the average account / 

Mr. Tuomas. Yes. 

Mr. Bonesrrew. It is more than that. 

Mr. Tuomas. The average institution is about $10 million / 

Mr. Huspanp. Yes, sir. 

Mr. Toomas. What is the average reserve set up for financial trouble 
here ? 

Mr. Huspanp. For that association, $700,000. 

Mr. Dixon. A little over 7 percent. 

Mr. Tuomas. That is funds already clear and set aside ? 

Mr. Huspanp. They have in their own right. 

Mr. Tuomas. That is their own money ? 

Mr. Huspanp. Yes, sir. 

Mr. Tuomas. That is from earnings? 

Mr. Huspanp. Yes, sir. 

Mr. Tomas. You require them to keep that much, and altogether 
it figures out to $2.4 billion ? 

Mr. Huspanp. That is right. 

Mr. Tuomas. The figure reflects an increase of $1.4 billion, or 130 
percent in the last 5 years. That is remarkable. Is that by regula- 
tion of the Board ? 

Mr. Huspanp. By law they must build up a reserve ratio to 5 per- 
cent, within 20 years. 

Mr. Tuomas. Reserves are expected to increase by $774 million by 
June 30, 1958, and the basic law requires the Corporation to build up 
a reserve until it equals 5 percent of all insured accounts, plus all 
creditor obligations of all insured associations. Now, that is 5 per- 
cent for the Corporation ? 

Mr. Corcoran. That is right. 

Mr. Tuomas. What do you require of each individual association, 
7 percent ? 

Mr. Hatianan. After they reach that, Mr. Chairman, we require 
them to make an annual allocation equal to 10 percent of their net in- 
come until they build up to 12 percent. 
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Mr. Tuomas. But the law requires 7 percent, is that right ! 

Mr. Hatianan. No, five. 

Mr. Tuomas. I am talking about the individual members. 

Mr. Hatianan. Five. 

Mr. Tuomas. And you are going to make them increase it to 12? 

Mr. Hatianan. Yes. 

Mr. THomas. And the law requires the corporation likewise 5 
percent ? 

Mr. Hatianan. Yes. 

Mr. Tuomas. The individual associations have 2.4 billion. Let’s 
see what the Corporation has. $2.4 billion is the total for all the asso- 
ciations, is that right ? 

Mr. Corcoran. Yes sir, at June 30, 1956. 

Mr. Tuomas. At June 30 last, the total was $197 million. That is 
for the corporation. How long will it take the corporation to get up 
to the 5 percent ? 

Mr. Hussanp. You and I will see that from the other world, not 
from this world. 

Mr. Yates. Together, do you think ? 

Mr. Tuomas. Why won't it be necessary for the Corporation to 
build up as high as you are requiring the associations to build up? 

Mr. Huspanp. Two reasons. The first reason, that those associa- 
tions have grown so fast that the amount we did each year is way ahead 
of us, and the second reason is, in the wisdom of the Congress in about 
1950, the premium rate was reduced from one-eighth to one-twelfth, 
thereby wiping out a third of our premium income. 

Mr. Hatianan. That wouldn't, however, have brought it close to 
the 5 percent. 

Mr. THomas. Was not the 5 percent figure a little too optimistic 
when the act was first written ? 

Mr. Huspanp. Yes, sir. 

Mr. THomas. What is the figure you hope to arrive at in connection 
withe the next 4 or 5 years? 

Mr. Corcoran. We show $265.9 million in 1958. 

Mr. Tomas. What is your ultimate goal for the Corporation ? 

Mr. Huspann. I was expressing a personal opinion. I would—I 
would like to see it held to $1 billion. 

Mr. Tuomas. Did you use a figure of a billion or a billion and a half? 

Mr. Corcoran. It would be $1.6 billion if we had the 5 percent. 

Mr. Tuomas. That will take how long, another 30 or 40 years? 

Mr. Corcoran. I don’t think it will ever arrive at 5 percent. 

Mr. Tuomas. What would be a reasonable figure for the Corpora- 
tion to have, say, based — $50 billion w orth of business a year? 
That is your figure for 1958, $50 billion for the Board, in all the in- 
stitutions, isn’t it? 

Mr. Huspanp. Yes. 

Mr. THomas. How much should the Corporation have ? 

Mr. Dixon. It isa matter of judgment. 

Mr. Tuomas. What is a good horseback opinion? You have in 
round figures $300 million now. 

Mr. Huspanp. Yes, sir. 

Mr. Tuomas. That is in reserve, cash, and Government bonds. 


88278—57—pt. 18 
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Mr. Huspanp. I think if we had 1 percent over and above the re- 
serves of the insured member institutions themselves, we would be 
in a pretty good position. 

Mr. Drxon. Which would be about $500 million. 

Mr. Tuomas. What is the figure for the insured institutions, now ? 

Mr. Hussanp. Seven percent. 

Mr. Tuomas. It is about $52 billion in round figures. Now, how 
much should the Corporation have ? 

Mr. Hatianan. On a 1 percent basis it would be $450 million. 

Mr. THomas. Do you think that would bea safe figure for you ? 

Mr. Hatzanan. There are a lot of factors that go into it, Mr, Chair- 
man. For instance, the fact that you have the FHL bank system, it- 
self, which is intended to provide liquidity and help eliminates the 
runs on institutions, 

Mr. Tuomas. You have to keep one fact in mind that when it rains, 
it always pours. When the 11 big banks try to borrow money and 
they can’t get it, then where are you going to be? It all happens at 
one time and if you are not. ready for that, Lor d help you. 

Mr. Yates. And us, too. 

Mr. Hatianan. What it should be, I don’t know. 


SUMMARY OF ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Will you put page 93 in the record at this point, please? 
(Page 93 of the Justification is as follows :) 


Comparative summary of administrative expenses fiscal years 1956, 1957, and 1958 


Actual 1956 | Estimate 1957 
| 
| } 
Average erage Average 
Num- | Amount Num- | Amount Num- | Amount 
ber 2 | ber 


Personal services: | | 
Office of General Manager ; 3. 4 $99, 151 31 $105,431 
Underwriting Division --- 12.2; 91,8 73 : | 100,703 5.4 | 109,856 
Insurance Settlement and Rehabilitation | 
Division. -___- bhUorta . 52, 96 2) 457,256 6 50, 671 
Operating Ani ‘lysis Division. Sree 2 I 32.2 | 152, 249 | 37 79, 007 
Comptroller’s Division. --_-..........--.- < , 658 ! | 92,341 | 5 | 95, 535 





01 Personal services - 7 44, 9! 2 501, 700 39. : 550, 500 


Other expenses: | | 
02 Travel. étnbébsi, dei naded 6, 7é bhiddod 115, 400 Lk 5, 400 
03 Transport: ation of thing gs ide tbdeneb eae’ AR aitaes OD licen 100 
04 Communication services___....~~- mal a~ aitaenel , oe 11, 600 |_- j , 800 
05 Rents and utility services ae 29, 347 |_..- 36, 500 ; | 46, 100 
06 Printing and reproduction........._-} > SD Nh dnanes 13, 900 eee 5, 200 
07 Other contractual services BG e hha oe 3, 2% La dcatiod 7, 500 biekbed 5, 200 

General Accounting Office BS Ls Se keenl 5, 000 | 5, 000 
08 Supplies and materials 6 4, 000 5, 650 
11 Grants, subsidies, and contributions_.|.......--| d | . 33, 750 
15 Taxes and assessments..........-----|-- saebacaeadl ‘ Seema q A. caine 300 


Total other expenses.............-- [-damn 


Total expenses 
Less payments to FHLBB (06) above for 
duplicating services classified as ad- 
ministrative expense effective fiscal 
year 1957 | 9, 702 


Total administrative expenses__ ._- 508, 959 | 








1 Limitation. 








"od 


OE ee ee ee ee ae See Se 
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Mr. Tuomas. Your travel is only $15,400. You have 81 against 90 


jobs for 1958. 


FIELD EXAMINING STAFF 


Mr. Yates. Let’s take a look at the examiners. I believe earlier 
one of the gentlemen testified that in 1955 there was 276 examiners 

employed by the Board. In 1956, there were 352, but for the fiscal 
year 1957, as of the present time you have 408 examiners. 

Mr. Bonesteew. 420 it is. 

Mr. Yares. Authorized 420. 

Mr. Bonrstre.. Authorized 460. 

Mr. Smiru. 408 was mentioned, but it was corrected this morning. 
That is corrected by Mr. Bonesteel to 420. 

Mr. Yates. Then you are asking for 562 for the next fiscal year? 

Mr. Bonestee.. Yes. 

Mr. Yarrs. How many are you authorized to have for this current 
fiscal year ? 

Mr. Bonesteen. 460, on the average. That is man-years. 

Mr. Yates. How many is that in terms of people? 

Mr. Bonersteet. 460 average. We would have to run up perhaps to 
500 to get an average of 460. 

Mr. Yares. If you ec: unnot ae the number you are authorized to 
employ during this fiscal year—and I assume you have made an effort 
to find competent people os Tgtcal Ly staff up to that level—what 
do you propose to do about the next fiscal year, how are you going 
to get the increased number ? 

Mr. Bonesreeu. First, Mr. Yates, last year we couldn’t get a run- 
ning start. 

Mr. Yates. What do you mean by running start ? 

Mr. Bonesteeit. We were held down by our limitation. We put in 
a supplemental request which wasn’t approved until late in the year 
and we, of course, couldn’t go ahead without that approval and there- 
fore we were running up almost to the end of the fiscal year holding 
down and not trying to do any recruiting in the late months of the 
fiscal year. 

Mr. Yates. Which fiscal year were you talking about? 

Mr. BonesTeeL. 1956. 

Mr. Yates. Which part of the calendar year? 

Mr. Bonestren. That would be the first half of the calendar year 
1956. The last half of fiscal 1956. 

Mr. Haritanan. That was only because of the per diem adjustment, 
wasn’t it? 

Mr. Bonesteret, We were short on travel, too. You will remember 
we put in a request on that. 

Mr. Yates. Fiscal year 1956 began July 1, 1955, did it not ? 

Mr. Bonrstert. Yes, sir. 

Mr. Yates. This was the last part of fiscal year 1956, then ? 

Mr. Bonesteeu. Yes, sir. This year we hope to get a running start 
for fiscal year 1958. I was asked a few moments ago what you could 
do. Do you want me to answer that now? 

Mr. Yares. I am still not persuaded by your argument because I 
know very well that just about, I think it was 2 years ago—was it 
last year, or 2 years ago when these gentlemen were before us, we told 
them that we were e unhappy. We were unhappy with the inadequacy 
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and infrequency of the examinations that are being conducted of the 
constituent banks. We told you we were perfectly willing to give you 
more money in order to remedy that deficit in examinations and to 
bring down the high rate of examination to a more reasonable number, 

Now, when you say you were held up because of some limitation, is 
this a limitation that we on the committee didn’t know about ? 

Mr. Bonrstrei. That is a limitation which arose from the ther 
tion of examinations in three States, and an increase in travel and per 
diem, which made it necessary for us to use more money. 

Mr. Yates. Was this something you told the committee about ? 

Mr. Bonestrert. Yes, sir. That occurred as a limitation in the last 
half of last year. Now we are hoping not to have that limitation. 
Our authorization is high enough now so we can go ahead. 

Mr. Yates. Do you say the committee gave you sufficient funds to 
hire employees on the one hand and took it away on the other hand 
by giving you inadequate funds for other purposes ? 

Mr. BoNeEsTeeL. No, sir, conditions occurred after you gave us the 
authorization. 

Mr. Corcoran. We were using an actual base for travel and pro- 
jecting it, which was wrong because costs went up. Chairman Thomas 
last year also asked us to come up with a budget plan to get up to date, 
We are up to date now. 

Mr. Bonrsteet. We are all right for this current fiscal year, 1957. 

Mr. Yates. You say you are all right. What do you mean by that? 
As T understood the colloquy that took place this morning—do you 
have sufficient funds to hire an additional number of 40 examiners? 

Mr. Corcoran. We have plenty of funds. 


Mr. Bonestreet. Now mav I answer the question that Chairman 
Thomas raised? He said “What can we do for you, if anything?” 
Mav I answer that? 

Mr. Yates. You certainly may. 


RECRUITING PROBLEM 


Mr. Bonesteer. No. 1, we should not use GS—5, which is $3,670 to 
start them at when they are college graduates without experience or 
just the 3 years’ experience. We should be able to use GS-7 for our 
trainee grade, the starting salary of which is $4,525, using the same 
standards now required for GS-5. Any college graduate in business 
administration and accounting can get a job if he is any good at all. at 
$400 a month now and we are going out trying to get them at $3,670. 

No. 2, authority to start when justifiable above the minimum salary 
for the grade. I know that the Internal Revenue Service can do that 
and I am sure there are some others, I can’t name them. They can 
start them above the minimum salary for the grade when justifiable. 

No. 3, authority to promote from GS-7 after 6 months rather than 
waiting a year, according to the Whitten rider, when the emplovee 
is adequately qualified for GS-9. I might say we are working on this 
now. They have asked us to make a statement of our training pro- 
gram. We are working on that and they have given us some encour- 
agement that they will go along with that. at the Civil Service Com- 
mission. Those are the three things that would help us a lot in getting 
started. We just can’t meet the competition, now. 
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Mr. Vurseww. We couldn’t write this language in an appropriations 
bill without being challenged on the floor of the House, could we, Mr. 
Chairman ¢ 

Mr. Yares. We were challenged when we tried to do it last year 
in connection with GSA, if you w vill recall. 

Mr. Vursetu. That would we the shortest way if we could do it. 
I am very much impressed with your argument this morning and 
your statement at the present time. 


HIRING OF CPA FIRMS 


Mr. Yates. Have you considered the possibility of hiring extra 
employees ¢ Apparently what other agencies are doing is asking 
for funds to hire temporary employees, such as examiners, ete. W hat 
about hiring CPA’s in areas where you propose to conduct an exam- 
ination? Rather than having a permanent employee do it, could 
it not be done by an outside firm,ona temporary basis? 

Mr. Hannanan. We have been approaching it the other way around, 
in our internal audit program. 

Mr, Bonesrex. It will take quite a while to do very much along 
that line. What we are trying to do is to get associations to install 
and maintain a satisfactory internal audit program. That is to have 
an internal auditor who is independent of operating functions and 
whose work we can accept so we won't have to include in our exam- 
ination what we call the audit. That is extending the examination 
to test the integrity of the accountants. That would help some. 

Mr. Yates. What would that do for you? 

Mr. Bonesreex. It will cut down about 20 percent of the time 
required to make a supervisory examination and audit. 

Mr. Yares. You talk about an internal auditor. Who hires him? 

Mr. Bonresree.. The association itself would hire him. 

Mr. Yarrs. Do you mean your group ¢ 

Mr. Bonestre.. No, the savings and loan association. 

Mr. Yates. How do you know he would be in a position to make 
an independent check ? 

Mr. Bonesrrei. A very good question. We have a number of tests 
and we will require review of all of his wor king papers to show exactly 
what he has done, what his work is in the association to show that. he 
is not handling cash or keeping records, that he is entirely independent 
of operating functions. 

Mr. Yares. Why do you make the association hire? Why don’t 
you hire someone from an independent firm yourself and ask him to 
make the audit for you? 

Mr. Bonrstret. That isn’t as good as a constant internal audit being 
done every day in the year. That is better than any periodic exam- 
ination or audit. All of the big banks have that, you know. 

Mr. Yares. This may very well be true, but the big banks are 
also checked every year, too. 

Mr. Bonestret. We check them. That doesn’t then take the place 
of the examination. 

Mr. Yares. There is in addition? I thought you offered this as : 
substitute. 

Mr. Hatnanan. We examine and audit and this would cut down 
our audit work. 
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Mr. Bonusreet. Eighty percent of the insured institutions are 
examined and audited by us. 

Mr. Yarrs. What is the difference between an examination and 
an audit except in terms of comprehensiveness ? 

Mr. Bonesrern. That is it. The audit is for the purpose of testing 
the accuracy or the integrity of the accounts. The supervisory exam- 
ination is to find out whether they are following the statutes and 
rules and regulations, and whether they are operating soundly, with- 
out dwelling much on the accuracy of the accounts. Now, testing 
the accuracy of the accounts, the ‘audit, that includes verifications 
by direct mail and a lot of other things. 

Mr. Yates. What do you do now? 

Mr. Bonestety. In 80 percent of the associations, we expand the 
supervisory examination by approximately 20 percent to include the 
audit. The other 20 percent of the associations are audited by public 
accountants and we accept that audit. 

Mr. Yates. You do that now and you are still able to make an exami- 
nation of each of the institutions under your supervision once a 
year ? 

Mr. Bonrstern. That is right. It is averaging 13 months, now. 

Mr. Yates. When you get the additional examiners it will come 
down to 12 months? 

Mr. Bonesteet. It is 12 months in some of the districts now; yes. 

Mr. Yates. Then why do you need this internal audit that you are 
talking about ? 

Mr. Bonesterit. What we—— 

Mr. Yares. It has no relationship to the examination. You said 
a few minutes ago it was going to help you cut out some of your work, 
Now I would assume this explanation as to what you are doing now 
is the thing that you want to continue anyway. You want to havea 
partial audit. Now, what work would you be cutting out as a result 
of this internal auditor ? 

Mr. Bonesteet. What we call the audit part of the examination 
we would eliminate. 

Mr. Yates. Speaking for myeslf, I wouldn’t want to eliminate 
that. 

Mr. Bonrsteen. They do it, you see. 

Mr. Yates. This is a person who is working for the bank, isn’t 
it? 

Mr. Bonesteex. Yes. 

Mr. Yates. Why would you want him eliminated? I think you 
would want a check to make sure he is doing it right. 

Mr. Hatnanan. We would test his work to satisfy ourselves. 

Mr. Yares. You would be auditing the auditor is what you would 
be doing. 

Mr. Bonrsteet. Yes, we would do that, but we won’t do the work 
all over again. Of course, that isn’t going to be very extensive. Now, 
there are only 38 association in the country that have adopted it. It 
is a gradual development. 

Mr. Hatianan. I might also say we accept the audits by indepen- 
dent C. P. A.’s which I think was your first question. 

Mr. Yarrs. You do accept it ? 

Mr. Bonestreet. For the audit, but we make the examination. 

Mr. Yarres. Where do you do this? 





Mr. Bonesteei. Any place. 

Mr. Hatranan. For instance, in Chicago, if an institution is audited 
by a qualified C. P. A., our Examining Division would accept that 
C, P. A.’s audit in lieu of our examiners ; making the same audit. 

Mr. Desrnertitie: But we still. would make the supervisory 
examination. 

Mr. Hanianan. We would examine the institution but would accept 
the C. P. A.’s audit. 

Mr. Yares. Provided the certificate was an adequate one? 

Mr. Bonestret. We review his audit report and see that it covers 
the scope satisfactorily. 

Mr. Yarrs. Now, is he working for you or is he working for them? 

Mr. Bonrsten.. For them. 

Mr. Yates. Why shouldn’t he work for you? Why don’t you hire 
him to make the audit rather than the bank? I think there is some- 
thing here that just doesn’t seem to make sense. If he is your em- 
ployee, obviously he has a different attitude than he has if he is an 
employee of the bank. 

Mr. Hauianan. Presumably I think any qualified C. P. A. would 
stand on the integrity of his work and I feel quite sure that the integ- 
rity would be the same in their present relationship with the insti- 
tution. 

Mr. Yares. In other words, any C. P. A. would come to the same 
conclusion, no matter how or who hired him? 

Mr. Hatiaywan. I think that is it. 

Mr. Rosertson. That is the attitude they stand on. 

Mr. Yarrs. That is the attitude you take, too? 

Mr. Rorerrson. Yes. If they are licensed, qualified C. P. A.’s. 

Mr. Haunanan. They are accepted for SEC statements Nearly 
any financial institution or corporation which puts out a “financial 
statement will usually have it preceded by “these accounts were 
audited by such-and-such C. P. A.” 

Mr. Yates. Who pays for the work now—the constituent bank? 

Mr, Hatianan. Yes. 

Mr. Yates. So in effect they are paying for their own auditor and 
if you did the audit they would be paying for it, too, so why should 
you not hire the auditor ? 

Mr. Corcoran. He is an employee of the institution and he works 
all year long. The Examination Division would check his work and 
if he found it all right they would accept that. 

Mr. Yates. The only difference now 1s that they hire the C. P. A. and 
not you, but the cost would be the same to them whether you hired or 
they hired him. If you hired him, don’t you think you would have 
possibility of better control ? 

Mr. Bonestret. We have been talking about the problems of re- 
cruiting. How are we going to hire those people ? 

Mr. Yarrs. The auditing firm? 

Mr. Bonestren. Yes. 

Mr. Yates. I think you can get a bona fide auditing firm—how do 
you get them now? The bank hires them. 

Mr. Bonrstrret. They pay as much for that audit as they pay for 
our examination plus our audit, ordinarily. 

Mr. Yarrs. I think that is fine, but the fact still remains if you 
hired an auditor they would still pay for them. 
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Mr. Bonestreet. We are trying to hire auditors. We do occasionally 
hire a C. P. A. on our staff, but ordinarily you can’t hire those fel- 
lows for less than $6,000 or so a year. 

Mr. Yates. Would there be too much opposition by your members 
if you hired a C. P. A. rather than the examiner? They are paying 
the cost of the examiner. Is an independent survey by the auditor 
much more expensive than hiring an auditor to conduct an exam- 
ination ? 

Mr. Bonestret. Than hiring an examiner, do you mean ? 

Mr. Yarrs. You hire examiners on a permanent basis? 

Mr. Bonestre.. Yes, sir. 

Mr. Yates. That examiner does so much work. How much more 
expensive is it to hire C. P. A.’s to do the same amount of work as 
your examiners do? 

Mr. Bonrsteet. They charge at a higher rate per day. We charge 
$42 and most of them charge $55 a day, or something like that, and 
they go into more detail. 

Mr. Yares. Have you had examined into the possibility of using 
independent C. P. A.’s for this purpose rather than building your pay- 
roll up? 

Mr. Bonzsteet. I don’t think we want them. 

Mr. Yates. Why not? 

Mr. Bonrsteet. Because we can’t control them. We have to be 
able to give them instructions and to have them follow our procedures 
—there is something in addition to checking the books involved. 

Mr. Yates. Such as what? 

Mr. BonesteeL. Examining policies. They have to be familiar 
with our policies and rules and so forth. Our Manual of Examining 
Procedure is quite a study in itself. The C. P. A.’s won’t bother with 
that. The responsibilities involve much more than merely checking 
the accuracy of the books. 

Mr. Yares. If that is true, why are you willing to accept the audit- 
ing statements now ? 

Mr. Bonesteet. Because that pertains only to the audit and not the 
supervisory examination. 

Mr. Drxon. That only amounts to approximately 20 percent of the 
actual examination. 

Mr. Bonestreet. We couldn’t accept them for the examination. 

Mr. Rosertson. Perhaps it would help, Mr. Bonesteel, if you would 
explain the difference in the scope of the audit and the scope of the 
examination. 

Mr. Yates. I know the difference that is involved in an audit and an 
examination, but it strikes me that some investigation should be made 
to determine whether there is in fact a substantial difference in cost 
between using examiners on a permanent basis and using C. P. A.’s 
on a temporary basis to conduct your examinations as they occur, con- 
sidering, too, the question of travel expenses involved in using your 
examiners and the possibility of using aC. P. A.ina particular loc ality 
to conduct the examination. I think this is subject for consideration. 









BROKERS’ FEES 


In view of the fact particularly that these are not direct appropria- 
tions of the Government, but come out of the operating revenues 0 
the organization, do you charge commissions to your member banks 
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in addition to the amount of interest they have to pay for borrowing 
money from you? 

Mr. Hatianan. No. 

Mr. Yates. You have to pay 3.75 now for your monthly borrowings 
and you get another one- -eighth or one-quarter from your assoc iations 
when they borrow from you, is that correct ? 

Mr. Harwanan. Well, it works this way: Let’s say the interest 
rate on our last offering was three and seven-eighths. There is a 
brokerage charge in addition to that. 

Mr. Yates. You charge a brokerage fee ? 

Mr. Hattauan. We allow the brokers selling our securities a small 
fee. I think it runs 50 cents a thousand if the sec urity is under 6 
months and 75 cents a thousand if it is over 6 months. That would be 
the total cost to the banks of the particular issue. 

Mr. Yates. What is the security behind your borrowings—the 
assets of your banks or the credit of the Government or what 

Mr. Hatianan. The combined assets of all of the banks, which in- 
cludes currently some $670 million of assets that the banks have them- 
selves, plus the collateral security which the institutions put up when 
they borrow from the banks. 

Mr. Yates. Then there is no Government indebtedness, either pros- 
pective or incidental, in connection with these borrowings except possi- 
bly FDIC. Does FDIC come into this picture? 

Mr. Hatranan. No. We do have a $1 billion line of credit which 
has never been used, just as the FDIC has a $3 billion line of credit. 

Mr. Yates. The borrowings you say were more than last year, and 
your interest rate is still going up. 

Now, where is the so- called check on inflation that the restrictive 
interest policy is supposed to have ? 

Mr. Hatitanan. We borrow our money 


LOANS TO MEMBER INSTITUTIONS 


Mr. Yates. I am under the impression that the high interest rate is 
being absorbed and therefore doesn’t work as much of an inflationary 
check. In the absence of curtailment of the flow of money, I wondered 
whether or not concurrently with establishing the need for higher 
interest rates there isn’t also a need for establishing greater reserves. 

Mr. HattaHan. Well, in 1955, at the end of December—December 
31, 1955—we had loans out to our members in the amount of some 
$1,412 million. At the end of December—December 31, 1956—those 
total loans outstanding were approximately $1.2 billion. In other 
words, our institutions ; during calendar 1956 had reduced their debt 
to the system by some $200 million, roughly. 

Presumably the increase in the cost of money to the institutions 
probably had some effect on that, plus the fact that the Board had 
reduced the line of credit which members could borrow. 

The maximum which the institution can borrow is currently about 
13 percent of the total savings. 

Mr. Yates. Why are your borrowings going up ? 

Mr. Harianan. You have the figures on a fiscal year basis. 

Mr. Yares. I have a statement in my notes that somebody testified 
this morning that borrowings are more than last year. 

Mr. Rorerrson. I did. 
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Mr. Hatianan. That is on a fiscal year basis. It is not true on a 
calendar year basis. 

Mr. Hauianan. In calendar ol 1956 our institutions borrowed 
less than they did in calendar year 1955. 

Mr. Yates. What happened on a athe ndar year basis? Is this state. 
ment incorrect, then? Are borrowings more than last year ? 

Mr. Hatianan. On fiscal year, it is a correct statement. 

Mr. Hussann. From July 1, 1955, to June 30, 1956, borrowings were 
up. But from January 1 to December 31, 1956, they were down. In 
other words, your change came in the last 6 months of 1956. 

Mr. Hatianan. Or ti aking those figures and projecting it on a fiscal 
1957 basis, they probably would be down. The xy would be down 
over fiscal 1956. Normally, our institutions pay back at this time 
of the year; their lending is usually concentrated between March and 
October. 

Mr. Yares. Are your institutions borrowing more from you now 
than they did last year? 

Mr. Harianan. No. 

Mr. Yates. Why isthat? 

Mr. Hatitanan. The cost of money. 

Mr. Yares. Is the money available if they want to borrow it from 
you? 

Mr. Hatianan. Plus the fact we have restricted them generally to 
borrowing not greater than 1214 percent of their savings capital, plus 
an additional 214 percent for emergency purposes. 

Mr. Tuomas. How do you figure they will do as much business this 
year as they did last year? 

Mr. Hatxanan. Savings will increase. In other words, to put it 
another way, they used credit to a greater extent in their 1955 opera- 
tions than they did in 1956. I think our institutions have made an ad- 
justment from their 1955 operations, with respect to the use of credit. 

Mr. Yares. Do you mean they are using customers’ accounts, now— 
savings—rather than borrowings in terms of loaning money them- 
selves ? 

Mr. Drxon. That is right. 

Mr. Yates. Why isthat? Dothey make more money that way ? 

Mr. Hatianan. No. 

For example, here in Washington—I would like to have this off 
the record because I am not absolutely sure of my figures. 

( Discussion off the record. ) 

Mr. Yates. This off-the-record colloquy seems to indicate that the 
cost of money to your member associ: anne has increased to such an 
extent that the amount of interest they can charge of their own bor- 
rowings isn’t sufficient to compensate tient for the cost of money 
they would obtain from you and still bring them a sufficient yield; 
is that correct ? 

Mr. Hatianan. Well, put in its proper perspective—let’s assume 
you had an institution and you had a great demand for loans and 
you wi anted to borrow some money in addition to your normal sav- 
ings inflow, let’s say on a 10- or a 15-year basis. W ould you contract, 
today, to pay 4 percent or more on that advance when you don’t 
know- pnp 

Mr. Yates. Do you mean the trend in interest is upward? 

Mr. Drxon. It is right now, yes. 
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Mr, Hatianan. You don’t know whether it is going to be up or 
how long itis going to continue. 

Mr. THOMAS. Most notes are written on 18 months or 90 days. 

Mr. Hautitauan. Most of our current loans are on a 1-year basis. 

Mr. Yates. They are waiting to see what develops? 

Mr. Hattanan. We have about $1,200 million out in advances 
which as I say is less than 1955. All of these forces tend to restrict 
PREP RUDS.- 

Mr. Yates. Is there any trend so that you can tell—you are moving 
into a building season, now ? 

Mr. HALianan. Yes. 

Mr. Yates. Has anything become evident at all yet as to what the 
prospective activity will be ¢ 

Mr. Hatianan. I ona our institutions will probably pick up a 
little this year over last yea 


INTEREST RATES 


Mr. Yates. What do your institutions get for their money, 6 per- 
cent, now ¢ 

Mr. Hatuanan, It willvary, Five to six percent. 

Mr. Yates. Dothey charge anything in addition ? 

Mr. Hattanan. On construction loans they would, yes. 

Mr. Yares. Will they discount the loans, too? 

Mr. Harzanan. Not conventional loans. 

Mr. Yates. On building loans, I know in Chicago some of the 
builders tell me they have to pay as much as 10 points on a loan in 
order to get a mortgage. I am talking about 5 percent interest, and 
they still have to pay 8 to 10 points on a loan. I suppose this is some- 
thing we will take up with FNMA, when that agency comes in. 

Mr. HatLanan. Those loans you are speaking of are FHA or GI, 
principally. 

Mr. Yates. That is right. 

Mr. Hatianan. That would be true. 

Mr. Yates. They are obtaining that much of a discount. 

Mr. Hariranan. They may well be. I actually don’t know the 
situation in Chicago, but it could be true. 

Looking at it another way, if the cost of money—in other words, if 
you are paying 3 percent or 314 percent dividend, you know what 
the spread has to be in order to lend the money out to earn that 
dividend. And if you are dealing with an FHA or a GI loan, you have 
to discount accordingly. Our people are conventional lenders in the 
main and you don’t get those discounts on conventional loans, 


EFFORT TO INCREASE SAVINGS 


Mr. Yates. The chairman’s statement says on page 4: 


As we see it, the real challenge facing the savings and loan business in 1957 
is the great need for more savings by the American people to meet housing loan 
demands. A good job done by the savings and loan business in promoting more 
thrift among the people will serve a twofold purpose. It will channel more money 
into the housing market and at the same time should have an anti-inflationary 
effect on the general economy. 


Is this happening ? 
Mr. Rosertson. Well, there is a great effort and a great promotion of 
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savings all over. As you know, the commercial banks have raised 
their rates—many of them—to the limit of 3 percent and there is a bi 
campaign for savings. We feel that the big job of our institutions at 
this time is to build up individual savings to ‘make that money available 
for lending into the housing field. 

Mr. Yates. If what Mr. Hallahan says is correct, suppose they 
saved their money, they put more money in the savings and loan busi- 
ness. Arethe savings and loan businesses going to loan that money out 
in view of the uncertainty as to what is going to happen ? 

Mr. Rosertson. I am sure they will, yes. 

Mr. Hatxanan. They are currently and have been. They would 
rather have it that way. 


NUMBER OF FAILURES 


Mr. Yates. How many failures have there been among your insti- 
tutions in the last number of years? You said in response to a ques- 
tion by the chairman this morning that there were some that were 
against the wall. How many are there? 

Mr. Hatiawan. I believe I said there were none against the wall. 

Mr. Yates. Have there been any failures in the last few years? 

Mr. Huspanp. Three since 1945, 

Mr. Yates. Savings and loan institutions. 

Mr. Huspanp. Insured institutions. We don’t have the records for 
the others. 

Mr. Yates. How many before ? 

Mr. Huspanp. 38 since 1935. 

Mr. Yates. That seems to be a pretty good record. 


NEW INSURED MEMBERS 


This number is increasing on the basis of 120 percent; isn’t it? 

Mr. Hussann. And that figure is solid. 

Mr. Yates. What figure ? 

Mr. Huspanp. 120 because we insured 66 in the first half of this 
fiscal year. Weare above the estimated 120. 

Mr. Yates. How many did you have in the last fiscal year ? 

Mr. Huspanp. 120. 

Mr. Yates. How many did you have in the previous fiscal year? 

I arrive at a figure—how do you arrive at between 120 to 128 that 
you approve? 

Mr. Rogerson. I think that isa historical figure. 

Mr. Yates. What is the most number of charters you granted in 
any single year? 

Mr. Harxianan. You probably would want that to read “insured.” 

Mr. Yates. How many institutions have you insured ? 

Mr. Huspanp. Back in 1934, 1935 all the Federals were blanketed in 
by requirement of law. We probably insured about 800 in the year 
1935. 

Mr. Yates. How many since—you say you have lost 3 since 1945. 
How many institutions have you insured since 1945 ? 

Mr. Corcoran. You will find that on page 79 of the justifications, 
Mr. Yates. 





Mr. Yates. Since 1946 we find that you have insured 1,200, in 10 
ears, Which is 120 a year, again, which seems to be the rule; 120 a year. 
You say that the number may vary according to circumstance. It is 
purely coincidence. You are going to have 132 this year, based upon 
66 for the first 6 months. 
Mr. Hussanp. 132 is above the average. 


STANDARDS FOR GRANTING OF INSURANCE 


Mr. Yates. One of the standards you testified to as being statutory 
involved the use of the word “c ommunity.” I would like a definition 
of what you mean by the term “community.” Take the city of Chi- 
cago as an example. What does the term “community” mean in the 
city of Chicago? Is this the city of Chicago itself? Take Houston or 
Baltimore, or New York City. What does the term “community” 
mean, in terms of the granting of an application ? 

Mr. Dixon. It has to be an arbitrary determination on the part of 
the Board. The term “community” in Houston, for example, might 
be on a different basis from Baltimore. It is just the best judgment 
of the Board as to what particular area that institution would serve 
savingswise. 

Mr. Yates. How would it apply to Chicago? Is this the city limits 
of the city? 

Mr. Huspsanp. No, sir. 

Mr. Yates. What does the term “community” mean ? 

Mr. Huspanp, Let’s go back. We try to get or make a study of the 
area and get the opinion of experts in the community. 

Mr. Yates. Let’s stop right there for a moment. When you say 
experts in the community, whom do you ask? 

Mr. Huspanp. The land planning commission, the telephone com- 
panies, the department stores, the real estate folks, the savings and 
loan folks, the banking folks. 

Mr. Yates. Savings and loan folks. Do you mean existing savings 
and loan folks ? 

Mr. Huspanp. Yes, sir. 

Mr. Yates. Do you have an advisory committee in the city of Chi- 
cago’ Isthere such a thing as an advisory group? 

Mr. Huspanp. There isa State advisory group, but not Federal. 

Mr. Yates. What is the State advisory group ? 

Mr. Huspanp. It is a finance commission set up by State law. That 
is for the whole State and not for Chicago. 

Mr. Hatianan. We have no advisory committee affiliated with us 
in any way in Chicago. 

Mr. Yares. Is there any advisory group in any of the big com- 
munities in the country which advises your organizations on whether 
or not charters should be granted? Or if applications should be in- 
sured, rather than charters should be granted ? 

Mr. Huspanp. The recommendation of the regional banks, which 
consists of the board of directors of 12 banks. They act as agents 
for the insurance corporation. 

Mr. Yates. Do they pass upon your applications, first ? 

Mr. Huspanp. It is routed through those banks and they will send 
in their recommendations on whether they think it should be approved. 

Mr. Yates. How many of these recommendations have you over- 
ruled in the last year? Have you overruled any ? 
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Mr. Huspanp. Oh, ves. 

Mr. Hatranan. Both ways. We have approved some and hayé 
turned some down. 

Mr. Yarns. One of the things I wonder about in connection with 
your insurance is whether or not there is a requirement that people 
who live in the outlying areas of cities of the size of New York City 
or Chicago or Los Angeles or Philadelphia, the requirement that they 
do their savings and loan business in central business districts, rather 
than being served and serviced in outlying areas. I know in cities 
such as Chicago, the tendency is toward the periphery of the city, 
The department stores are moving out there and other institutions are 
moving out there. While it is true we have our central business dis- 
trict it is also true that local communities require service because 
of the numbers in the population and that is the reason I asked the 
question as to what the term “community” meant, in the standards 
that you employ. 

I still haven’t an answer for the record of what the term “com- 
munity” means in that sense. Is this one of the factors that you 
consider ? , 

Mr. Huspanp. I think I can give the answer by stating the Board 
policy. 

Mr. Yates. That is what I am trying to obtain. 

Mr. Hussanp. The community of Chicago, based upon the surveys 
T mentioned, you will find is an area within a radius of 20 miles from 
the loop. Provided that within that 20-mile area, communities that 
are independent—— 

Mr. Yates. What do you mean by a community that is independent, 
do you mean a suburb? 

Mr. Huspanp. A suburb that is independent and separate and has 
its own government or economic wherewithal, is considered separately 
and distinctly on its merits. ‘That is the present effective policy and 
has been for some little time, now, for the Chicago area. 

Mr. Yates. What do you do with the outlying areas of the city 
itself? Do you still have the 20-mile radius? 

Mr. Huspranp. For the city, itself, recognizing that no one is wise 
enough to determine how many associations a city should have, any 
institution is free to prove that it can qualify for insurance by accumu- 
lating $1 million in assets and having 5 percent reserves 

Mr. Yates. How can they do it without having insurance / 

Mr. Huspanp. They are chartered by the State. 

Mr. Yates. But your own justification indicates what happens when 
a savings and loan institution is insured, as opposed to what happens 
when one isn’t insured. 

Do you remember that part of your justification that there is a 
significant advantage to being insured ? 

Mr. Hussanp. There is no question about it, but at the same time, 
up to $1 million, if folks don’t have enough native ability to do some- 
thing in their own right, Mr. Congressman, how can we pass upon 
their ability? 

Mr. Yates. What are the standards? Do you have other standards? 
Suppose they furnish the reserves, they establish the reserves, they 
satisfy you as to management and as to the needs of a community! 
Isnt this ordinarily what is required of an applicant for insurance? 
Why must he be required, too, to go into business as a State institution, 
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and try to compete with an insured institution, which has a tremendous 
competitive advantage / 

Mr. Huspsanp. He is still free to apply for a Federal charter, if he 
wishes, and a Federal charter has been granted in the Chicago area 
during the past year and a half. 

Mr. Yarres. How many have been granted in the Chicago area ? 

Mr. Huspsanp. One, I think. 

Mr. Yates. One, for the whole city of Chicago, in the last year and 
a half? 

Mr. Huspanp. Yes. 

Mr. Yarres. How many in the previous year and a half? 

Mr. Hauianan. I didn’t know there was one in the last year and a 
half—oh, the Chicago area, yes. You can say more than that. We 
have had a number ‘of them ‘insured. 

Mr. Yates. How many applicants have you insured in the last 
year ‘ 

Mr. Hatxianan. In the Chicago area? 

Mr. Yares. In the city of Chicago. 

Mr. Hatianan. None. 

Mr. Yates. How many in the year before that? 

Mr. Hatianan. None. 

Mr. Yates. When was the last time you approved an applicant in 
the city limits of Chicago, the 20-mile standard ? 

What is your community / 

Chicago is surrounded by small communities which are suburbs, 
and according to your definition these are considered separately, so 
therefore I have to go back to the city of Chicago, don’t I? The 
corporate limits of the city of Chicago, and I don’t t know where your 
20-mile radius comes in, in accordance with your own definition. 

Mr. Hattanan. We can supply those for the city of Chicago, and 
20 miles out—— 

Mr. Yares. I would like to have that, but apparently there was 
not one in the city of Chicago, and one in the Chicago area. 

Mr. Hattanan. There was more than one in the Chicago area. 

Mr. Yares. How many, two? 

Mr. Hatianan. More than two. 

Mr. Yates. How many in the year before that? 

Mr. Hussann. Why don’t you let us supply it? 

Mr. Yares. Why is this? Because of the fact that you have an 
existing number of institutions that have to be protected ? 

Mr. Drxon. An existing number of insured institutions. 

Mr. Yares. All right. How many do you have in the city of 
Chicago ? 

Mr. Huspann. In Cook County—— 

Mr. Yarrs. You can’t say Cook County, can you? Under your 
own definition, I have to go by cities and surrounding areas. 


INSURED INSTITUTIONS IN THE STATE OF ILLINOIS 


Mr. Huspsanp. In the whole State of Illinois—— 

Mr. Yates. Now, we are going from Cook County to the whole State. 

Mr. Huspanp. I am trying to show you how the Cook County pic- 
ture sets up. In all of Illinois, our insured organizations have about 


$4 billion. 
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Mr. Yares. How many do you have? 
Mr. Huspanp. I would estimate possibly 350. 
Mr. Yates. For the whole State of Illinois. 

Three hundred and fifthy institutions having assets of $4 billion 
in a State that has approximately 9 million people. 

Mr. Hussanp. Now, in Cook County, they account for $3,100 million 
of the total assets. 

Mr. Yates. And how many institutions ? 

Mr. Hussanp. Roughly 200. 

Mr. Yates. How many people does Cook County have? I will tell 
you how many it has. It has from 4.5 to 5 million people, with 200 in- 
stitutions. Is that a sufficient number ? 

Mr. Huspanp. I think so, without a shadow of a doubt. Just as 
you can have too much wheat and create chaos, if you have too many 
financial institutions, they are going to cheapen, and you are going 
to have losses, and then we Sal be asked the question, “Why these 
losses of the Insurance Corporation ?” 

Mr. Yarrs. Do I understand the Board takes the position that its 
function is like that of the regulatory agencies? That its franchises 
are like the granting of a certificate of convenience and necessity for 
an airline or motor-coach line? That you operate similarly under a 
theory of regulated monopoly ? 

Mr. Hatianan. They are to a certain degree, and I think they al- 
ways have been. 

Mr. Yates. Do you have court decisions that sustain this? 

Mr. Dixon. Since 1932, I think they have been. 

Mr. Yates. Do you have court decisions to sustain that, or any con- 
gressional authority to sustain that viewpoint? 

Mr. Hatxanan. I think one of the requirements of the reasonable 
probability of success has inherent in it the question of how many in- 
stitutions you can put in a given area. An Institution, or basically a 
savings and loan organization—we don’t have nearly the number as 
compared with banking facilities, has to depend for its livelihood on 
the service area it is set up to serve. 

The more you put into that particular area, it certainly is conceivable 
that all of them might be adversely affected, including the Insurance 
Corporation. There is a question of judgment involved. 

Mr. Yates. I think probably the best thing to do is to go back and 
examine the congressional mandate at the time the institutions were 
set up, and see just what the intent of Congress was. 

Where are the savings and loan institutions located in the city of 
Chicago ? 

Mr. Hatxanan. I don’t know. 

Mr. Yares. Where are they in terms of Cook County? You have 
200 in Cook County. 

Mr. Hvuspanp. You have about 15 in Cicero, and they are scattered. 

Mr. Yates. Are they mostly in the downtown area? 

Mr. Huspanp. No, sir. 

Mr. Yates. They are scattered throughout the area, Do you havea 
map which would show this? 

Mr. Huspanp. Yes. 

Mr. Yates. I would like to see that. 

Mr. Botanp. Have you had any applications for this type in- 
stitution in the Chicago area ? 
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Mr. Hatzawan. We have some pending before the Board at the 
moment. At least three that I can think of. 

Mr. Drxon. At least 7 or 8. 

Mr. Hatianan. Three were in the city limits. 

Mr. Ostrerrac. Do you take into account existing State institutions? 

Mr. Huspanp. Yes. 

Mr. Ostertrac. That exist in the same field ? 

Mr. Huspanp. Yes. 

Mr. Yates. I would like to know how many are in Cook County, 
through a comparative table, too. 

Mr. Hatianan. Dr. Husband thinks there are about three times 
as many State institutions in Chicago as there are Federal. 

Mr. Yates. On page 79 of the justification, the statement is made: 

It will be noted that the average size of insured associations increased from 
$5.1 million in 1951, to $10.3 million last June, an increase of 102 percent in 5 years. 

That is the average size. That is in terms of each institution, when 
you talk in terms of average ? 

* Mr. Hatianan. Yes. 

Mr. Yates. I would judge from that, that the Board is doing a very 
good job of taking care that the organizations do stay in existence. 

Mr. Hatianan. We have that obligation. 

. Mr. Yates. One question in my mind is whether or not by restrict- 
ing the number where a need exists, there isn’t an undue windfall or 
harvest or reaping for the existing institutions. 

It is interesting to me, at least, that here you have every single in- 
stitution on the average having increases in its assets from $5 million, 
in 1951, to $10.3—an increase of 102 percent in 5 years. That is a 
pretty good increase. 

Mr. Hatianan. That will always be true when the savings base of 
your institutions is increasing. 

Mr. Huspanp. In Chicago, we think your competition is very keen, 
with 200 associations fighting for those savings. 

Mr. Yares. Let’s examine all the facts before we come to a conclu- 
sion on it. There haven’t been any of these go to the wall in Chicago, 
have they ? 

Mr. Huspanp. Yes, sir. 

Mr. Yates. Are we talking about insured associations? 

Mr. Huspanp. Yes, sir. One was Koruna Savings & Loan Asso- 
ciation, in 1950, failed, with assets of $5 million. 

Mr. Yates. Why did it fail ? 

Mr. Hussanp. Unsound operations. 

Mr. Yates. In connection with the Koruna default, how much 
money did the Insurance Corporation lose? , 

Mr. Huspanp. The Insurance Corporation lost no money and all 
savings were paid in full. 

Mr. Evrns. It is obvious that the Federal Home Loan Bank Board 
and the Home Loan Association have been performing a valuable serv- 
ice in making an additional source of capital credit available, but the 
line of questioning which I will present is a little different from that 
of my colleague, Mr. Yates. 
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COMPETITIVE POSITION OF INSURED INSTITUTIONS 


The complaints that have been called to my attention are that the 
Federal savings and loan associations are expanding too rapidly, and 
that they are providing unfair competition to small banks and the 
banks of the country, in that they are placing them in an unfair com- 
petitive position ; that they do not pay taxes as do the banks, and that 
their reserve requirements are not the same as are required by law of 
the banks, and that they have many advantages which banks do not 
enjoy. 

Now, what would be your general observation on those statements, 
for the information of the committee / 

Mr. Hauianan. Our institutions are permitted to accumulate a 
reserve equivalent to 12 percent of their share capital. The mutual 
savings banks, which I don’t think exist in your area, Congressman, 
have exactly the same tax treatment in that respect. The commercial 
savings banks have a debt reserve, which is not computed on the same 
basis. I understand they have been attempting for sometime to get 
their debt reserve allocations readjusted. 

Mr. Evins. They would have to be adjusted upward or the Federal 
tax structure adjusted downward to place both institutions on an equi- 
table competitive basis. 

Mr. Hatianan. If you are to do it on a competitive basis. If the 
reserves are to meet estimated losses, then it is not a matter of competi- 
tion, it is a question of what should the level of reserves be for that 
purpose. 

Mr. Evins. Then, taxwise and also reservewise—— 

Mr. Hatitanan. With regard to number of facilities they have many 
more facilities. Our investors can’t write circulating drafts on sav- 
ings,asbankscan. There are factors on both sides. 

Mr. Dixon. I think basically, Congressman, that the experience as 
nearly as it could be determined indicated to the C ongress at the time 
they established this 12 percent, that that was ertainly not an unusual 
amount to be lost in the case of a depression, or a depression in the 
price of real estate, and it was purely for the purpose of paying losses 
that this reserve was accumulated. It can’t be used for anything else 
except to pay losses. 

Of course, what actually would happen, presumably, if the reserve 
percentage would be lowered, would be that the associations would pay 
it out in dividends at a higher rate, because actually the law or the 
statute or the regulation requires—the charter requires—that after 
they have made the allocations to reserve and paid their operating ex- 
pense, that the remainder be distributed to the shareholders. 


COST OF EXAMINATION 


Mr. Evins. How about the cost of examination, Mr. Chairman? 
Under FDIC regulations, the banks are charged for the full cost of 
examinations. Does the same practice prevail with respect to savings 
and loan associations? 

Mr. Hatianan. Our institutions pay their examination costs. 

Mr. Bonesteet. National bank examiners do charge for examina- 
tions but not FDIC. 


Mr. Hatianan. FDIC charges no examination fee. 
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The Comptroller charges, but the FIDC charges no fees for their 
examinations. We do. 

Mr. Evins. How about the Comptroller of the Currency. 

Mr. Hatuanan. The Comptroller with respect to national bank 
does. We do with respect to both Federal and State savings and loans. 

Mr. Evins. How much is the examination fee in comparison; is it 
equitable, is it equal? What is the discrepancy? How do your costs 
compare with examination fees for national banks? 

Mr. Bonesteen. Considering the fact that they are examined twice 
a year, they are practically the same. 

We charge on a per diem basis, and they on an asset basis. We 
charge $42 a day. 

Mr. Evins. And a national bank is charged on an asset basis? 

Mr. Bonestee.. That is right. 

With their two examinations, they pay approximately the same 
annually that the savings and loan does. 

Mr. Evins. We passed legislation last year which gives an option 
to the Comptroller to make 3 examinations in every 2-year period. 

Mr. Bonestee. That is right. 

Mr. Evins. How will your examinations costwise compare on that 
basis ? 

Mr. BonrsteeL. Well, our people probably pay a little more. 

Mr. Hatianan. I don’t believe FDIC charges any fees for initial 
insurance either. 


NEED FOR ADDITION AL SUPERVISORY POWERS 






Mr. Evins. It is possible the Board needs additional congressional 
authority. Perhaps you may need additional regulatory powers. 
This question might be addressed to the Banking Committees, rather 
than this committee, but you have told us personnelwise what this 
committee could do for you to assist your agency. 

Could you tel] us other ways, what you would need in the way of 
legislation to give you more supervisory power over these institutions, 
where you do not have all the needed or necessary powers to regulate 
that you perhaps should have in the public interest ? 

I would be interested in knowing what additional power you think 
you might need in order to do an effective job. 

Mr. Ropertson. We have already asked for additional powers in 
our appearances before the Banking and Currency Committee. 

Mr. Evins. Could you give them to us? 

Mr. Rozertson. I would like to have somebody who is more precisely 
informed. 

Could you, Mr. Trevas? 

Mr. Trevas. We asked for some additional supervisory powers at 
the hearing before Senator Robertson’s special committee of the Bank- 
ing Committee, on a general revision of the laws, wherein they gave 
us two objectives to recommend the deletion of obsolete matter and 
reeommendations for any substantive matters that would aid in the 
operations of the banks. 

Mr, Evins. They asked for it, but what did you recommend? 

Mr. Trevas. We made several recommendations with regard to 
‘greater degree of supervision over the institutions, and if my recol- 
ection is correct, the Advisory Committee recommended against some 
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of the suggestions that we made, so that in essence they adopted mogt 
of our suggestions for deleting obsolescent matter and have really de. 
ferred any determination yet as to whether or not we should have any 
greater degree of supervision. 

Mr. Evrns. In other words, the approach to your increased powers, 
if any, are negative, but only to strike out some authority which yoy 
already possess ? 

Mr. Hartianan. We have made some positive recommendations, 
One was authority to remove officers and directors without going 
through the long court procedural requirements that we presently have 
operated under, and at the same time to safeguard—to give some 
safeguard to the individuals involved. 

We have made suggestions with respect to the liquidity which say. 
ings and loan associations would be required to carry by statute. 


LIQUIDITY REQUIREMENTS 


Mr. Evins. What is the percentage of loans of the associations— 
how much deposit do your institutions have to have to make a certain 
percentage of loans? To be sound and considered safe ? 

Mr. Hatianan. If you are speaking about the loan-to-value ratio 
of an individual mortgage loan——— 

Mr. Evrns. No, we are talking about reserve for safety. The amount 
of loans an institution may make, compared with the amount of 
deposits which they must carry. 

Mr. Bonestret. The liquidity formula. 

Mr. Hatianan. Well, the statutory requirement is not computed 
on that basis. It is computed currently—and I believe you are refer- 
ring to liquidity and not actual loss reserves. 

‘he present statutory requirement is that the institution maintain 
in cash or Government securities, an amount equal to at least 6 per: 
cent—it ranges from 4 to 8 percent, but by regulation, it is set at 
6 percent of the savings capital. The institutions,,on the average, 
carry around 13.4 percent. 

Mr. Evins. There is a wide difference in the operations of savings 
and loan associations and banks. The bank’s capital situation must 
be about 45 to 50 percent of loans, to be considered safe. 

Mr. Hatianan. On the demand side, that is true, Congressman, 
but that isn’t necessarily true when they are dealing with their savings 
accounts. Their percentage of loans is a little bit higher. 

Mr. Evrns. What specific recommendations have you made to either 
the House or Senate committee to strengthen your regulatory powers! 

Mr. Hatianan. In this particular field ? 

Mr. Evins. Yes. 

Mr. Hatianan. We have suggested or recommended that the 
present liquidity formula be put on a net liquidity basis, rather than 
& gross. 

Mr. Evins. Have you asked for any additional powers in examina 
tion, other than more personnel ? 

Mr. Hatitanan. Yes. With respect to noninsured institutions, 
members of the bank’s system, we have asked for greater statutory 
examination. 

Mr. Rosertson. We have asked for the right to examine affiliates 
of the several savings and loan associations. 
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Mr. Evins. You indicated there have been few failures, but. how 
much cancellations in insurance have there been? Have you cancelled 
insurance protection with any association which you previously. 
insured / 

Mr. Huspanp. Yes, I can think of at least one. It continued to 
operate without. insurance. 

Mr. Hattanan. Was it not merged? I don’t believe we have had 
one Where there has been cancellation of insurance and a continued 
operation. 

Mr. Bonesreri. We had one, but that was a number of years ago, 
and they have since obtained insurance. 

Mr. Huspanp. We have had 5 or 6 where they voluntarily dropped 
insurance. 

Mr. Evins. In view of the large number of depositors and the 
gigantic growth percentagewise and dollarwise, I believe the Board 
should be granted additional power in supervision and regulation, 
in this area, in the public interest. 

Mr. Botanp. Are the association members pleased with the appro- 
priation request? Are they happy about the fact that you are asking 
for more money. 

Mr. Hauiauan. Yes. 

Mr. Botanp. You get along pretty well with the association 
member's ? 

Mr. HatLawan. Yes. 

Mr. Dixon. They would ask for us to have more. 

Mr. Botanp. ‘They are satisfied ? 

Mr. HatLaHan, They would take more than this. 

Mr. Botanp. Would they take more than that if we gave it to them ? 

Mr. Dixon. They want us to do a good job. 

Mr. Botanp. I would say from the testimony given here, you are 


doing a good job. 
EXAMINATIONS OF NONINSURED INSTITIUTIONS 


How about the noninsured institutions? Are they examined, or 
is there an attempt to examine them more frequently than those that 
are insured ¢ 

Mr. Hatnanan. Well, for instance, in your State, where the coopera- 
tive banks are not insured by us and have their own fund—although 
the State of Massachusetts passed a law last year which would permit 
them to join our fund if they so desired, we don’t examine those in- 
stitutions at all. 

In the State of Maryland, we examine all member savings and loan 
associations. If they are uninsured institutions and not members of 
our bank system, we have no visitorial powers with respect to them at 
all. 

Mr. Botanp. The uninsured institutions, if they are not insured, it 
is because they don’t apply for the insurance? It is their own wish 
that they do not be insured ? 

Mr. Hatianan. Yes. 

Mr. Botanp. That would be true in Massachusetts ? 

Mr. Hatianan. Yes with respect to our insurance program now. 

Mr. Bouanp. Have there been cases where they have applied for 
insurance but have been refused ¢ 

Mr. Drxon. Yes. 
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Mr. Bouanp. But they are still licensed by your Board ? 
Mr. Hatianan. No. They would be State institutions. We have 
no institutions we charter that are not insured. 


REGIONAL FEDERAL HOME LOAN BANKS 


Mr. Osterrac. This whole function of the Federal Home Bank 
Board and all of your affiliated agencies or functions is of particular 
interest because of its general relationship to financial institutions and 
loans generally. 

Now, there are a number of questions that come to my mind. Per. 
haps they have been answered or perhaps they are embodied in your 
justification and record. Tt is not just clear to me what the purpose 
and the function of the 11 regional banks happens to be. Could you 
give us a quick appraisal of just what the regional bank does and 
what purpose it serves? 

Mr. Rosertson. It is summarized here and I think I can read it 
quicker than I can explain it. It is in the middle of page 16. 

The 11 Federal Home Loan banks constitute a nationwide permanent credit 
reserve for member institutions. They provide members with a ready source of 
funds to meet both normal and unusual home-financing demands and withdrawal 
requests of their investors. They also serve to equalize the supply of home- 
mortgage credit by permitting the transfer of funds among banks to area where 
unfulfilled demands exists. 

Then the next paragraph says the banks obtain their funds primari- 
ly from capital stock subscribed by member institutions, interbank 
deposits, members’ deposits and borrowings from the public. 

In addition to that, the presidents of the district banks act as super- 
visory agents of the Board. 

Mr. Osrerrac. Is it fair to say a regional bank is a central bank 
of all of the associations in the area ? 

Mr. Rosnertson. That would be a good definition. 

Mr. Tuomas. But it never touches the public. You and I have 
nothing to do with it. 

Mr. Osrertac. There is no association between the regional bank 
and the general public. It is a coordination of agencies or institutions 
in the region. 

Mr. Rosertson. That is right. 

Mr. Osrerrac. But under the jurisdiction of your Board. 

Mr. Roperrson. Yes. 

Mr. Osrerrac. How is the revolving fund used and what purpose 
does it serve ? 

Mr. Rosertson. I am not sure I understand. 

Mr. OstertaG. You have a revolving fund; have you not / 

Mr. Hatianuan. In the bank system, the 11 regi ional banks acquire 
the funds they use in these three manners: One, through a statutory 
2 percent stock subscription which is a current subscription. Each 
member association is required to pay to the home loan bank of 
which it is a member an amount in dollars equivalent to 2 percent of 
its home mortgage loans and roughly at the current time that amounts 
to about $600 million and as I stated previously, that is increasing 
at the annual rate of about $100 million a year. In addition, in the 
system, the 11 banks issue consolidated notes to the general public 
in the private money market to obtain the funds whic h it relends to 
any members associations that desire them. In addition, the bank 
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system accepts deposits—time and demand deposits from its member 
associations which currently run I think about $683 million. 

Now, most of the deposits are not lent out to members. I think we 
only permit about a quarter of the deposits to be lent as short-term 
advances to member institutions. 

The bulk of the money for loans to members comes from the capital 
stock and the flotation of securities in the private money market. 

Mr. OstrertaG. My inquiry was prompted in the fact that on page 
4 there is a report of your revolving fund, under statement of finan- 
cial conditions. 

Mr. Tuomas. It is called a revolving fund, but that is the assets of 
the whole outfit. What one of them owe, they all owe. 


FEDERAL AND STATE INSTITUTIONS 


Mr. Ostrertac. My mind turns to some of the inquiries of Mr. Evins. 
I, too, share his concern with regard to the relationship of the Federal 
system, here, under your Board, and that of other financial institu- 
tions. I am sure there has been some conflict in certain States—par- 
ticularly the State of New York, where there is considerable feeling 
as between what the Federal associations are required to do, as com- 
pared with what the State associations are required to do. 

For the record, would you say how many Federal agencies or asso- 
ciations there are, as compared with State ? 

Mr. Hvuspanp. Do you mean New York? 

Mr. Ostertrac. No, the whole country. 

Mr. Huspanp. There are 3,600 insured. There were 2,400 un- 
insured. 

Mr. Bonrstert. There are more insured State chartered than there 
are Federal. 

Mr. Ostertac. Do you insure the State-chartered associations ? 

Mr. Hussanp. They outnumber the Federal. 

Mr. Tuomas. A total of 2,400 uninsured, plus 3,600 insured, 6,000. 

Mr. Osrerrac. The State associations in additon to falling within 
the category of your insurance program are also subject to State juris- 
diction or supervision ; is that correct ? 

Mr. Dixon. That is correct. 

Mr. OstertaG., Are they likewise examined by the State banking 
departments or some other State organization ? 

Mr. Hatntanan. They are in a number of States. 

Mr. Bonrsteet, They are examined jointly. We make our exami- 
nations together. The Federal examiners and the State examiners 
go in together. We are talking about the insured State associations, 
now. 

Mr. OstrertaG. Do you insure the State agencies and is the insur- 
ance aspect the reason you go into the State bank for examination? 

Mr. Hatianan. That is right. 

Mr. Osrerrac. But the State goes in for another reason; does it 
not ¢ 

Mr. Rosertson. Probably for the same reason. 

Mr. Ostertac. Would that tend to make a State association stronger 
than a Federal? 

Mr. Hatianan. No. 

Mr. Drxon. It shouldn’t make any difference. 
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Mr. Hatxanan. It would depend upon the laws of the State. If 
those laws were more restrictive than ours, you may come to that con- 
clusion. It is just as it would be with a State bank versus a national 
bank. 

Mr. Osrerrac. But there is no limitation from the State level as to 
the number of Federal associations that can be located in any given 
community ? 

Mr. Rosertson. That is right. 

Mr. Huspanp. For every federally chartered association the Board 
has held a hearing to give everybody an opportunity to express them- 
selves, including State authorities. 

Mr. Ostertaa. It seems to me that the number of agencies wouldn't 
make much difference whether it is tight or loose. 

Mr. Dixon. It would make for more problems. 

Mr. Osrertrac. What is the real crux of this conflict between the 
State association and the Federal ? 

Mr. Hatxanan. I don’t believe there are any general conflicts be- 
tween State associations and Federal associations, Congressman. I 
think up in New York State the disagreement is with some other 
institutions. 

Mr. Osrerrac. In other words, it would be commercial banks and 
savings banks. 

Mr. Hauxianan. In your State that is primarily what it is, or sol 
read by the papers. 


CONTROL OF INTEREST RATE 


Mr. Osrertaa. Is there a standard rate of interest that is required 
under your regulations? 

Mr. Hatianan. No, sir. 

Mr. Osrertrac. Do you have any jurisdiction or control over rate 
of interest ? 

Mr. Hatxianan. That our institutions charge on mortgage loans? 
No; the State of New York sets that limit. 

Mr. Ostrertac. And each State, in itself? 

Mr. Hatxanan. That is right. 

Mr. Osrertac. In other words, these Federal associations are con- 
trolled by State laws insofar as interest rates are concerned ? 

Mr. Hatxianan. That is right. 

Mr. Tuomas. Thank you. 


GAO REPORT ON COMPENSATION AND RETIREMENT PLANS 


Gentlemen, one other question: I read from the Comptroller Gen- 
eral’s report of December 1956; it says: 

In 1952 responsible officials recommended to the Board— 
that means the Home Loan Bank Board— 


that regulations be issued to establish limitations on the adoption and mainte- 
nance of deferred compensation and retirement plans— 


meaning officers and employees I presume— 


by savings and loan associations insured by the Federal Savings and Loan 
Association Corporation. Such regulations are needed to express in advance 
limitations of compensation that can be given administrative approval by the 
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officials and directors of insured institutions, as well as to furnish direction to 
the Board employees having auditing and supervisory responsibilities. 


Now, it says, 


In our report to the Congress on the audit of the Federal Home Loan Bank 
Board for fiscal year 1954, House Document 321, 84th Congress, we expressed 
our belief that the Board should take action on the recommendation of the 
Federal Savings and Loan Advisory Council. We also believe the Board should 
issue regulations to provide limitations on the amount that can be paid into 
the deferred compensation and retirement plans by an insured institution, taking 
into consideration such factors as its earnings and finacial condition and the 
length and nature of the services performed by the beneficiaries. 

In December 1955 the Board sent out certain regulations but the pro- 
posed regulations had not been adopted by November 15, 1956, nor 
did those regulations prescribe any criteria for determining the 
amounts that could be paid into them. 

I did a little jiggling around on my own, but I think that is accurate. 

Would you care to comment on that, gentlemen of the Board and 
Mr. Chairman? We think the recommendations of the General Ac- 
counting Office make sense and we hope that you do put a limitation 
on it. We would like for you to pay all these folks good. By the 
way, they can’t borrow any funds from their own associations, can 
they ¢ 

Mr. Hatnauan. They can have a mortgage on their own home 
and that is all. 

Mr. THomas. Since they can’t do any borrowing except for their 
own home, it might be a good basis to fix it up so they get a little 
retirement and so forth, and so on. That is human nature, I don’t 
blame them a bit, but does the Board intend to look into it and make 
it reasonable? Have you run into anything unreasonable in the way 
of these retirement plans? 

Mr. Drxon. Yes, we have and we have disapproved some of them 
on that ground. It is just one of those things where the Board has 
not reached a definite conclusion. It is very difficult, it seems to me, 
to determine what is reasonable and what is not reasonable, but cer- 
tainly the Board has that in mind—I mean has the problem in mind. 

Mr. Tuomas. You can lay down a broad, general yardstick within 
reason and let the association and member brothers come within the 
yardstick. Nobody will be hurt that way, will they ? 

Mr. Dixon. I would like to hear Mr. Hallahan’s comment on that 
because we have both given it a lot of thought. 

Mr. Hatianan. We have disapproved unreasonable amounts in this 
respect. In turning the coin around we have a basic philosophical ap- 
proach as to how far, if at all, this Board as insurers or how far 
any other Government agency as insurers should determine how much 
these institutions should compensate on a salary, pension, or annuity 
basis. That is one of the basic problems in my opinion. 

Mr. Tuomas. Of course, you sort of beg the question there by your 
own answer. You can certainly lay down the rules. In an institution 
that does 5 or 10 million dollars a year, you couldn’t expect one that 
does $5 million worth of business a year to give to its employees the 
same compensation in the way of retirement benefits as one who does 
twice the business. I think all the Comptroller General was pointing 
out to you is, now is the time to lay down some yardstick, you are not 
trying to take the prerogative of management away from it or any- 
thing | else, but you can lay down a reasonable yardstick and say, “You 
can come within that.” 
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Mr. Yares. I will point out the statement in the justification that 
appears on page 62 which I think bears on this. Apparently you are 
deciding in that statement—you say 1n the statement, this: 

Some of these problems are the result of the very rapid growth in the size 
and activity of associations, particularly in certain areas. It is apparent also 
that self-dealing by directors or officers is causing a substantial increase in the 
number of serious supervisory problems. This type of case involves the use 
of the association for the personal financial benefit of the directors or officers 
at the risk of the association. 

This bears on that same problem. 

Mr. Tuomas. The national banking law made it a pena! offense for 
directors and officers of the national banks—— 

Mr. Yates. Is that true here? 

Mr. Tuomas. No, but it is practically true—they can only come in 
and borrow funds only to buy their own home and they must live in the 
home. 

If the supervisory problem that he is talking about arises by the 
fact that it is a supervisory, it is doing the borrowing and the dealing. 

Mr. Hatitanan. We refer to the dummy corporation. 

Mr. Tuomas. They are kindred problems and they are rather dif- 
ficult, 1 guess. 

Mr. Yates. How many of those do you have, incidentally? Do you 
have a lot of self-dealing problems such as the type listed in the justi- 
fication ¢ 

Mr. Hatzanan. We have some currently. I just don’t know how 
many there would be. There are not a great number. 

Mr. THomas. That is the value of that 12 months’ mspection. May- 
be an 8 months’ inspection would be better. 

Well, gentlemen, it is a pleasure to do business with you. Thank 


you. Youareall doing a fine job. 
Mr. Ropertson. Thank you, gentlemen. 
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Wepnespay, JANUARY 30, 1957; 
VETERANS’ ADMINISTRATION 


WITNESSES 


H. V. HIGLEY, ADMINISTRATOR 

J. 8S. PATTERSON, DEPUTY ADMINISTRATOR 

F. W. KELSEY, CONTROLLER 

J. D. BAKER, BUDGET OFFICER AND ASSISTANT CONTROLLER 

U. E. WELLS, ASSISTANT TO BUDGET OFFICER 

G. H. BIRDSALL, GENERAL COUNSEL 

Rk. J. LAMPHERE, ASSISTANT ADMINISTRATOR FOR APPRAISAL 
AND SECURITY 

Vv. W. POWERS, ASSISTANT ADMINISTRATOR FOR PERSONNEL 

J. N. LODGE, DIRECTOR, INFORMATION SERVICE 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


H. G. MOORE, ASSISTANT ADMINISTRATOR 

Q, M. HARPER, EXECUTIVE ASSISTANT TO ASSISTANT ADMINISTRA- 
TOR 

I. R. HOENER, DIRECTOR, OFFICE METHODS SERVICE 

J. N. NEAL, CHIEF PURCHASING AGENT 


DEPARTMENT OF INSURANCE 


§.G. WHITTIER, CHIEF INSURANCE DIRECTOR 
E.0. GARDNER, DEPUTY CHIEF INSURANCE DIRECTOR 
W. A. POISSANT, CHIEF ACTUARY 


DEPARTMENT OF VETERANS BENEFITS 


R. H. STONE, CHIEF BENEFITS DIRECTOR 

A. H. MONK, CONTROLLER 

J. D. SHYTLE, DIRECTOR, BUDGET SERVICE 

§. H. COILE, DIRECTOR, VOCATIONAL REHABILITATION AND ED- 
UCATION SERVICE 

T. J. SWEENEY, DIRECTOR, LOAN GUARANTY SERVICE 

W. J. DRIVER, DIRECTOR, COMPENSATION AND PENSION SERVICE 


DEPARTMENT OF MEDICINE AND SURGERY 


DR. W. S. MIDDLETON, CHIEF MEDICAL DIRECTOR 

DR. R. A. WOLFORD, DEPUTY CHIEF MEDICAL DIRECTOR 
F. C. WATTERS, CONTROLLER 

L. F. SCHOEN, DIRECTOR, BUDGET SERVICE 


ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


R. M. EDGAR, ASSISTANT ADMINISTRATOR 

L.G. SCHWEICKART, EXECUTIVE ASSISTANT TO ASSISTANT ADMIN- 
ISTRATOR 

J. C. GARVER, CHIEF, PROGRAM CONTROL DIVISION 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning our friends from the Veterans’ 
Administration. It is certainly nice to see so many of our old friends 
and we welcome some new ones, too. 
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It is nice to have with us again Mr. Higley, the Administrator, 
Mr. Patterson, the Deputy Administrator ; our old friend, Mr. Kelsey, 
the Controller; our friend, Mr. Baker, Budget Officer and Assistant 
Controller, of many years’ standing; Mr. Wells, assistant to Budget 
Officer. Congratulations to Mr. Birdsall—he is going up in the 
world—he is now General Counsel. Mr. Lamphere, Assistant Ad. 
ministrator for Appraisal and Security; Mr. Powers, Assistant Ad. 
ministrator for Personnel; and Mr. Lodge, Director, Information 
Service. 

Mr. Moore, Assistant Administrator. Mr. Moore comes to us from 
the big office down in Roanoke, Va. It is nice to have you with ys 
Mr. Moore. Mr. Harper, executive assistant to Assistant Administra. 
tor; Mr. Hoener, Director, Office Methods Service; Mr. O’Neil, Chief 
Purchasing Agent. 

It is nice to have Mr. Whittier here. He is the Chief Insurance 
Director. I guess he and our genial friend, Mr. Boland, will be 
doing a lot of business. 

Mr. Gardner, Deputy Chief Insurance Director. He is getting us 
all to live about 25 years longer, isn’t he? W. A. Poissant, Chief 
Actuary. 

From the Department of Veterans Benefits we have Mr. Stone, Chief 
Benefits Director, an old friend of many years’ standing. Mr. Monk 
is here. He gets younger looking every day. A man just cannot 
improve all the time. He does not get one gray hair. Mr. Coile, Di- 
rector, Vocational Rehabilitation and Education Service; Mr. Sween- 
ey, Director, Loan Guaranty Service. I understand Mr. Sweeney's 
business is falling off. We are going to have to work on him. Then 
Mr. Driver, Director, Compensation and Pension Service. 

I presume that every crowd is entitled to at least one gentleman and 
Scholar so we will place Dr. Middleton at the top of the list. Dr, 
Wolford, Deputy Chief Medical Director is here. You know that these 
doctors in figures and money don’t mix, so I guess they are entitled 
to have a separate controller. Mr. Watters is the Controller and Mr, 
Schoen is Director, Budget Service. 

Our old friends, Mr. Edgar and Mr. Schweickart are here, as well 
as Mr. Garver, Chief, Program Control Division. 

That is indeed quite a distinguished array of gentlemen and talent. 
It is nice to have you all with us. 

Mr. Kersey. We have Mr. Shytle who is assistant to Mr. Monk. 
Mr. THomas. Mr. Administrator, you and your able staff are doing 
wonderfully fine job. We are proud of all of you. 

If you would care to make a general statement at this time, we 
would be pleased to have you do so. 


~ 


‘ 
« 


GENERAL STATEMENT 


Mr. Hieiry. Mr. Chairman and gentlemen of the committee, we 
are appearing before you today in connection with the fiscal year 1958 
appropriation requirements of the Veterans’ Administration in a total 
amount of $4,889,363,000. This total is composed of $3,864,910,000 
or 79 percent for benefit payments; $797,634,000, or 16.3 percent for 
medical care; $52,254,000, or 1.1 percent for construction; and 
$174,565,000, 3.6 percent for administrative costs. The total requested 
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is approximately $80 million over the amount appropriated for the 
current year, including proposed supplemental appropriations of 

00,000; however, our 1958 request includes increased needs for 
benefit payment purposes of about $49 million and payments to the 
civil service retirement, fund of approximately $43 million due to the 
provisions of Public Law 854, 84th Congress. 







COMPARISON OF 





1958 BUDGET WITH 1957 APPROPRIATION 












The following table presents a comparison by appropriation of the 

amounts requested for the fiscal year 1958 with those appropriated 

for the current year: 

es Tiaiesy «Cita ¥ j A o) | e 7 
| Reduction (—) or 





Appropriated, | Requested, increase (+) 
Appropriation | fiscalyear | fiscalyear jo... 

1957 ! 1958 

| Amount | Percent 





a hf lel ee wm" i 


| 

| 
General operating expenses ..........-....- $163, 027, 130 $165, 442, 000 | +$2, 414, 870 +1. 48 
Medical. administrative and miscellaneous | | 





























































operating expenses--...----.-------------- 20, 773, 800 22, 067,000 | +1, 293, 200 +6. 23 
Inpatient OTOL Link 6 nei nddeddbrephianeodde | 667, 100, 000 | 702, 000, 000 | +34, 900, 000 +5. 23 
Outpatient care.......-...---,-------.----- | 82, 638, 000 79, 000, 000 | —3, 638, 000 | —4. 40 
Maintenance and operation of supply | 

depot... ..-..-----.-----------------------| 1, 628, 000 1, 940, 000. | +312, 000 +19. 16 
Compensation and pensions_..-........-.-.| 2,907, 000,000 | 2, 990,000,000 | +83, 000, 000 | +2. 86 
Readjustment benefits. ......-..-..----.--- 852, 000, 000 829, 460, 000 | —22, 540, 000 | —2. 65 
Military and naval insurance---_-.-...-..-- 5, 000, 000 4, 500, 000 — 500, 000 | —10. 00 
National service life insurance..........-... 23, 200, 000 8, 000, 000 | —15, 200, 000 | —65. 52 
Servicemen’s indemnity._.............---- 26, 750, 000 31, 450,000 | +4, 700, 000 +17, 57 
Service disabled veterans insurance fund_.-_-| 1, 000, 000 1, 500, 000 +500, 000 | +50. 00 
Automobiles and other conveniences for | 

dimbled veterans......................... Ay GOR, GE fecivcnsctendekes | —1, 000, 000 | —100. 00 
Grants to Republic of Philippines.........- 2, 000, 000 1, 750, 000 | — 250, 000 —12. 50 
Hospital and domiciliary facilities .....- an 51, 635, 000 50, 000, 000 —1, 635, 000 —3.17 
Major alterations, improvements, and | | 

SEED avs =-sennccuvecnotbwnbsbadevebsccs 4, 533, 000 2, 254,000 | —2, 279, 000 — 50. 28 

EE ene eee AOE SLE aie aensniade 4, 809, 284,930 | 4, 889, 363, 000 | +80, 078, 070 +1. 67 








iIncludes proposed supplemental a 





Se pagan as follows: 


Additional funds to meet wage board increases (inpatient care) ...................----...- $4, 200, 000 
Increased needs for readjustment benefit payments._._...............-.---..-.-- sscusece 00, 00EE 
Claims from disabled veterans for automobiles...............-.....-....--....----.-----. 1,000,000 








Ps honsncdunnes busses sudectdadencecccnggppesshbnansenebdaapashearednunation- enedenen 82, 200, 000 





ADMINISTRATIVE COSTS 






The total amount of $174,565,000 is included in our requested ap- 
propriations for general operating expenses and medical administra- 
tion and miscellaneous operating expenses, This amount is composed 
of $11,574,000 for staff services, $24,468,000 for the Department of In- 
surance, $129,400,000 for the Department of Veterans Benefits, $7,870,- 
000 for medical administration, and $1,253,000 for the Central Office 
Construction Service. These estimated costs include $8,475,000 for 
payments to the civil-service-retirement fund beginning July 1, 1957, 
in accordance with the provisions of Public Law 854. Requirements 
for administrative costs during the fiscal year 1957 are currently esti- 
mated at approximately $171,400,000 and therefore on a comparable 
basis the total amount requested for the fiscal year 1958 represents a 
reduction of over $5 million in our needs for this purpose . 

‘As indicated in the President’s budget message, substantial progress 
has been made by the Veterans’ Administration in its efforts to reduce 
operating costs through decreased personnel requirements. The aver- 
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age employment level now estimated for the current fiscal year for 
administrative activities is 29,440 as compared with a utilization of 
41,473 during the fiscal year 1953, or a reduction of over 29 percent. 
Our fiscal year 1958 request contemplates a continuation of this decline 
by including an average employment of 28,216 or over 1,200 below the 
current year level. Although some of this reduction has been made 
possible by declining workloads in some program areas, improved 
methods, improved procedures, and more effective personnel utiliza- 
tion, have also contributed to this decreasing requirement. In this 
connection the policy of the Veterans’ Administration to delegate more 
responsibility and authority to its field station managers has resulted 
in substantial operating economies. 





PRINTING AND REPRODUCTION COSTS 





This. budget submission reflects a change in accounting procedures 
with respect to printing and reproduction costs. The total ageney 
cost for this purpose was heretofore included in the staff service see- 
tion of our budget submissions; however, the expense of operating 
our printing plant and distribution depots will be paid from the sup- 
ply fund effective July 1, 1957, Each department will then purchase 
its requirements through this channel, thus providing a method for 
controlling costs and charging each unit with its actual usage. Funds 
for printing have been distributed accordingly in this submission, 





STAFF SERVICES 





Total requirements for staff services are being held to approxi- 
mately the level applicable to the current year even though some ad- 
ditional staffing is estimated to cover increased responsibilities and 
additional functions in our personnel, appraisal and internal audit 
activities. 

DEPARTMENT 





OF INSURANCE 


The Department of Insurance continues to show a downward trend 
in operating cost requirements. The amount requested of $24,468,- 
000, when adjusted for retirement payments of $1,282,000 represents 
a decrease of approximately $1,700,000 from current year needs of 
$24,933,000. Since the fiscal year 1954 the number of policies in force 
has remained almost constant at approximately 6.5 million; however, 
annual operating costs have declined from $37.2 million to $24.5 mil- 
lion or a decrease of nearly $13 million. As a result, the annual cost 
per policy for the fiscal year 1958 is estimated at $3.83 as against an 
actual cost of $5.55 experienced in the 1954 fiscal year. 

The matter of transferring insurance operations from Washington 
to the Philadelphia district office has been thoroughly studied. The 
primary aim of such a move would be to promote economy. During 
the last year the efficiency at the insurance center has greatly im- 
proved and therefore the advantages of moving are somewhat less- 
ened. It must be remembered that the operation of the center differs 
considerably from that at district offices and therefore poses difficult 
problems with respect to integration. At this time a move cannot be 
considered due to the mechanization program which has been under- 
way in district offices since early in 1956. The VA will continue to 
study this problem and will consider such action as may be practicable. 


14] 
vEPARTMENT OF VETERANS’ BENEFITS 


The amount requested of $129,400,000 for the operation of the De- 

rtment of Veterans’ Benefits includes $1,395,000 for printing and 

570,000 for retirement fund payments. Thus on a comparable basis 
the amount requested represents a reduction of $2,450,000 from ex- 
pected obligations of $123,885,000 during the fiscal year 1957. For 
the most part this reduction is due to decreased personal service re- 
quirements at regional offices. The average employment level at these 
installations for the fiscal year 1957 is now estimated at 21,833 or a 
reduction of over 900 from the previous fiscal year. This budget re- 
quest is predicated on a further reduction of 389 to an average of 
91,444 for the fiscal year 1958. 

Although some workloads such as the number of veterans in train- 
ing are expected to decline in the fiscal year 1958, increases in other 
activities can be reasonably expected due to recently enacted legisla- 
tion, Public Laws 634 and 881, 84th Congress, and a continuation in 
the present trends with respect to number of claimants for compensa- 
tion, pension, and other benefits. 

It has been extremely difficult to make estimates with respect to the 
loan guaranty program. There are many factors which have an influ- 
ence on the volume of work and related administrative costs. Interest 
rates, availability of funds for housing mortgages with VA guaranty, 
and the extent of direct loan activities all have a bearing on the pro- 
gram. Since the Veterans’ Administration has no control of such 
matters it must govern its scope of operations to conform with pre- 
vailing conditions. The effective operation of this program is depend- 
ent on the availability of trained technical personnel which are diffi- 
cult and many times impossible to recruit. The Veterans’ Administra- 
tion is therefore reluctant to reduce its present staffing in this area on 
the basis of a few months’ experience or until it is definitely deter- 
mined that such personnel will not be required in the immediate 
future. 

DEPARTMENT OF MEDICINE AND SURGERY 


The amount requested of $9,123,000 for central office medical and 
construction administrative costs contemplates a continuation of the 
current level of operations with some reduction in personal service 
requirements. This request contains $335,000 for printing costs for- 
merly covered under staff services, and $443,500 for payments to the 
retirement fund. Therefore the amount requested is slightly less than 
expected obligations for the current year on a comparable basis. With 
respect to the central office, Department of Medicine and Surgery, 
the employment level has declined from 971 for the fiscal year 1956 
to 926 requested for 1958 and within these totals area office staffs 
have been augmented to the extent of 26 employees with a correspond- 
ing further reduction in Washington office personnel. 


MEDICAL CARE 


The total amount requested of $797,634,000 for all direct medical 
care activities is composed of $12,944,000 for medical research 
and education including prosthetic testing and development, $702 
million for impatient care, $79 million for outpatient care, 
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$1,940,000 for the operation of supply depots and $1,750,000 for 
medical care grants to the Republic of the Philippines. This total 
is approximately $32 million more than expected obligations in the 
current year; however, it includes $34,275,000 for payments to the 
retirement fund and $951,000 for printing and reproduction which 
was formerly budgeted as an administrative cost. Thus on a com- 
parable basis this request represents a net decrease in total medical 
requirements of $3,348,000 which is composed of reduced requirements 
for outpatient activities of $6,500,000 offset by increased needs of 
$3 million for inpatient care and minor increases for medical] research 
and supply depot operations. 


INPATIENT CARE 


Our budget request for inpatient care is predicated on an average 
patient load of 140,800 which is 460 over the expected 1957 level and 
accounts for the greater part of the increase of $3 million requested 
for inpatient activities. The total patient load of 140,800 is composed 
of 112,100 in VA hospitals, 16,600 in VA domiciliaries, 3,000 in con- 
tract hospitals and 9,100 in State homes, or an increases over 1957 
of 560 in VA hospital patients offset by a decrease of 100 in contract 
facilitites. 

Public Law 623, 84th Congress, Independent Offices Appropriation 
Act, 1957, provided $2 million for necessary repairs and for the con- 
tinued operation of the hospital at McKinney, Tex. When the condi- 
tion of this hospital was first discussed the VA furnished a quick esti- 
mate of $2,500,000 as the amount needed to install a boiler plant, to 
replace windows, floors, roofs, water mains, electric wiring, and to 
provide other urgently needed repairs. Although the expenditure of 
the amount appropriated will accomplish the repairs and alterations 
necessary at this time, it must be realized that this facility is of semi- 
permanent nonfireproof construction and that such an expenditure 
will not result in restoration to a condition commensurate with long- 
term operation. We are now working on estimated requirements to 
see what should be done to completely rehabilitate and modernize this 
hospital for continued operation. Our consideration will take into 
account a determination of the total bed needs in the Dallas-McKinney 
area in relation to the potential demand from veteran patients. 


MEDICAL RESEARCH 


In appropriating funds for 1957 operations the Congress recognized 
the responsibility of the Veterans’ Administration to conduct a pro- 
ductive medical research program. The increased allowance for this 
activity has enabled us to effectively operate 164 laboratories in our 
hospital system. Our 1958 budget request contemplates a continuance 
of approximately this level of operation with only slightly increased 
personnel related primarily to radioisotope research and the activation 
of three additional laboratories for this purpose. The amount re- 
quested for all research and related activities of $12,944,000 is com- 
posed of $10,344,000 for medical research, $1,000,000 for prosthetic 
testing and development, and $1,600,000 for medical education and 
training. This total after adjustment for retirement payments of 
$350,400 is about $203,300 over expected current-year obligations. 
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OUTPATIENT CARE 






The amount of $79 million requested for outpatient activities when 
adjusted to a comparable basis represents a decrease of $6,500,000 
from current-year requirements. For the most part this reduction 
is due to a decreased need of approximately $6 million for outpatient 
dental fees and an employment reduction of 134, of which 115 is predi- 
cated on reduced dental activities in VA clinics. Reducing require- 
ments for dental care are due primarily to the continuing effect of 
Public Law 83, 84th Congress, and it is expected that the pending load 
of dental applications awaiting treatment authorization will be re- 
duced from 88,155 as of June 30, 1956, to 23,100 as of June 30, 1957, 
and to 15,600 by the end of fiscal year 1958. 











DIRECT BENEFITS 






The total amount requested for direct benefit payments of $3,864,- 
910,000 constitutes 79 percent of the total appropriation requirements 
of the Veterans’ Administration and represents a cost authorized by 
statute. The total amount is composed of $2,990 million for compen- 
sation and pension payments, $829,460,000 for readjustment payments, 
and $45,450,000 for the various insurance-benefit costs. This request 
when compared with current-year requirements, including proposed 
supplemental appropriations of $78 million, indicates a net increased 
need for direct benefit payments of approximately $49 million. The 
number of claimants for compensation and pension benefits continues 
to increase each year and estimated caseloads for fiscal year 1958 will 
require $83 million more than the amount appropriated for 1957; 
however, this increase is partially offset by reduced requirements to- 
taling $34 million for adjustment benefits and insurance payments due 
primarily to an expected decline in number of trainees and smaller 
transfers to the national service life insurance fund. 













CONSTRUCTION 













The request of $52,254,000 for this purpose contemplates a conserva- 
tive rate of progress in our long-range programs of modernizing ex- 
isting hospitals and replacing those of temporary or obsolete construc- 
tion. 

The long-range modernization program involves extensive work 
in approximately 60 hospitals in addition to providing certain facili- 
ties in some of our older hospitals that were omitted in the original 
construction. Requests totaling $26.3 million under the reh: ibilitation 
and modernization program and $2.5 million under the major altera- 
tions, improvements, and repairs program are being made for this 
purpose. 

The balance of $24.1 million is requested for the replacement pro- 
gram. Current long-range plans under this program include replace- 
ment of eight existing hospit: ils that are either of temporary or obso- 
lete construction. To date, construction has been started on 1 of these 
replacements and design funds have been made available for the re- 
placement of 4 additional hospitals. The request for 1958 includes 
construction funds for the Jackson, Miss., 500-bed general medical 
and surgical hospital. Also included are fund requirements for the 
88278—57—pt. 1——10 
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design of the Wood, Wis., 1250-bed general medical and surgical 
replacement. 

Design funds for hospital construction projects at Washington, 
D. C., Cleveland, Ohio, and Oakland, Calif., were provided in the 
1957 appropriation; however, construction funds for these projects 
have not been included in this budget request in conformance with 
administration policy to defer construction projects which could be 
postponed until a later date. Current design sehistinibon indicate that 
these postponements will not materially affect our construction activi- 
ties if not extended beyond the fiscal year 1958. 


SUPPLY OPERATIONS 


Based upon discussions of our supply operations at last year’s 
hearings, we have conducted a comprehensive survey and study of 
such functions in our regional offices and hospitals and a decision 
has been made to consolidate these activities at 41 locations unless 
local conditions exist which would make the consolidations imprac- 
ticable. Upon the basis of present information we are certain that 
consolidations at 35 points can be made and it may be possible to con- 
solidate at all 41 locations. It has also been determined that increased 
operat-ng effectiveness will be attained in the 1958 fiscal year through 
simplification of the perpetual inventory records and the establish- 
ment of improved work standards with lower personnel costs. These 
conclusions were not reached in sufficient time to be reflected in the 
President’s budget. It is now proposed that our estimate under the 
“General operating expenses” appropriation be reduced by $475,000. 
This action has the approval of the Director of the Bureau of the 


Budget. 
CONCLUSION 


During the past few years the Veterans’ Administration has accom- 
plished substantial reductions in operating costs without adversely 
affecting service to veterans. This budget request is predicated on 
minimum staff requirements to accomplish expected workloads and 
reflects a continuation of our efforts to attain more economical 
operation. 

The material made available to you contains a detailed justification 
for each of our requests. The various officials of the Veterans’ Ad- 
ministration are here to explain and furnish you with any additional 
information you may request with respect to the program and appro- 
priation requirements for those activites under their jurisdiction. 

Mr. Tuomas. That is a very fine statement: very clear, comprehen- 
sive and very much to the point; well done. 

In looking over this budget, you certainly do have a wealth of in- 
formation in them and it is meticulously set forth. I notice a good 
many times you have three tables setting out virtually the same in- 


formation in different form; so if we do not get the facts it is our 


fault. It is in there. 

Mr. Administrator, certainly we have given this budget some de- 
tailed consideration and Congress is entitled to some detailed informa- 
tion and the only way we can get it is to put it in the record. And 
I was just wondering if we could conserve the time of a lot of these 
staff members. I know it is certainly good to have everybody in here 
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because we may want to jump from pillar to post and we will be out 
of one man’s jurisdiction into another. But if you want to suggest 
some method in which some of the gentlemen can take 2 or 3 hours or 
a half day off and then come back later, we will certainly try to co- 
operate with you. mr bts 

Mr. Hietry. If you would suggest, Mr. Thomas, just how you-—— 
Mr. THomas. Why not then let the medical people go / 









COMPTROLLER GENERAL’S REPORT 










Mr. Tuomas. Maybe you don’t want to go right now, though, Dr. 
Middleton, for another 15 minutes. Let me go briefly into a discus- 
sion of the Comptroller General’s report and see what you gentlemen 
think about it. 

The Comptroller General of the United States has sent to the Con- 
gress this report dated December 1956 at the request of the Congress— 
and in the course of his annual examination of the civil departments 
and agencies of the Government he deals with 3 subjects—rather, 2 
subjects: dual benefits received by certain veterans; and savings 
through consolidation of accounting functions. 

I would like to read some of the pertinent suggestions here of the 
General Accounting Office. However, before 1 do, Mr. Reporter, 
would you include in the record pages 116, 117, 118, and 119 and part 
of 120 of the report I referred to? 

(The pages referred to are as follows :) 

















ADMINISTRATION 






VETERANS’ 





Dual benefits received by certain veterans 

In our examination of various State soldiers homes, we noted that many of 
the veterans being cared for in State homes operated in part at the expense of 
the Federal Government were also receiving nonservice-connected disability pen- 
sions. These pensions are designed to enable the veterans to pay for the necessi- 
ties which are being furnished to them free of charge. In addition, many of the 
veterans receiving aid and attendance in State homes also receive aid and 
attendance allowances from the Federal Government. 

Ninety-nine percent of the veterans in the State soldiers home, Orting, Wash., 
for example, were receiving nonservice-connected disability pensions. The care 
of each of these veterans costs the home about $1,500 a year. The Federal 
Government reimburses the home for these costs to the extent of $3700 a year. 
Thus, the Federal Government is expending between $1,493 and $2,325 a year 
for this group of veterans compared with payments of between $793 and $1,625 
a year to veterans receiving nonservice-connected disability pensions but not 
living in State homes. 

In some cases, the direct monetary benefits provided to a veteran residing 
in a State home accumulate in the veteran’s estate and are eventually paid to 
his heirs, who may be distant relatives with whom he had little or no contact and 
who were in no sense dependent on the veteran. About 8 percent of the veterans 
at the home in Orting had estates of from $1,700 to about $7,000, with an average 
of more than $3,600, most of which was derived from VA pensions. A similar 
situation prevails with respect to veterans being cared for in VA hospitals and 
domiciliaries. In the Annual Report of the Comptroller General for 1955, at 
page 84, we stated that an estimated 80 to 90 percent of the veterans receiving 
domiciliary care in a VA center were also receiving pensions for nonservice- 
connected disabilities. In one VA center a number of veterans had accumulated 
between $1,400 and $3,500 from pensions withheld while receiving domiciliary 
care. 

The law provides that for any sum or sums collected in any manner from 
inmates of a State home to be used for the support of the home an amount shall 
be deducted from the aid provided the home by the Federal Government except 
with respect to those homes into which wives or widows are admitted and main- 
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tained. We noted that two State homes were collecting from insurance companies 
on hospitalization policies carried by some of the members, on which the mem- 
bers pay the premiums and assign their hospital benefits to the homes. These 
collections, which amounted to over $200,000 in 3 years, were not reported to 
the Veterans’ Administration for purposes of computing deductions from the 
Federal-aid payments to the State homes. The State homes do not consider pay- 
ments by the insurance companies under assignments as payments by the members. 


Many veterans hospitalized for non-service-connected disabilities who claim 
financial hardship apparently are able to pay for service despite their affidavits 
to the contrary 
There exists a problem regarding Federal policy on the admission to Veterans’ 

Administration hospitals of veterans having a disease or injury not related to 

military service. The estimated patient load is divided into approximately 38 

percent for service-connected cases and approximately 62 percent for non-service- 

eonnected cases, including about 8 percent who were admitted for a non-service- 
connected illness or injury but who also have a service-connected rating not re- 
lated to the reason for admittance to a VA hospital. 

We made an investigation, at the request of the House Committee on Veterans’ 
Affairs, of the hospitalization by Veterans’ Administration of non-service-con- 
nected disabled veterans. It was made to determine the extent of abuse of the 
“unable to pay” hospitalization entitlement and to determine the use and value 
of an addendum to the application for hospital treatment or domiciliary care. 
This addendum was required by the Veteran’s Administration as a means of 
obtaining financial information from the applicants regarding their income and 
financial resources. Our survey covered 51 Veterans’ Administration hospitals 
located in 41 States and the District of Columbia. 

The authority for accepting as patients in Veterans’ Administration hospitals 
veterans having non-service-connected disabilities is contained in title 38, United 
States Code, section 706, which provides as follows: 

“* * * That any veteran of any war who was not dishonorably discharged, 
suffering from disability, disease or defect, who is in need of hospitalization 
or domiciliary care and is unable to defray the necessary expenses therefor 
(including transportation to and from the Veterans’ Administration facility), 
shall be furnished necessary hospitalization or domiciliary care (including 
transportation) in any Veterans’ Administration facility, within the limitations 
existing in such facilities, irrespective of whether the disability, disease, or defect 
was due to service. The statement under oath of the applicant on such form 
as may be prescribed by the Administrator of Veterans’ Affairs shall be accepted 
as sufficient evidence of inability to defray necessary expenses.” 

The application of this policy in practice is difficult and presents a problem 
that should be given further consideration by the Congress. 

Our findings, transmitted to the committee in February 1956 (House Com- 
mittee Print 282), raise a question as to whether the Government is furnishing 
hospitalization for non-service-connected illneses to a substantial number of 
veterans who apparently are able to pay for hospital care despite their affidavits 
to the contrary. The report brings out also that the addendum in affidavit form 
is neither an effective method for deterring false or erroneous applications for 
free hospitalization nor a reliable method for determining financial condition. 

We examined 1,100 veterans’ files for data regarding income and financial re- 
sources. The 1,100 cases represent 100 different veterans in consecutive order 
of admission from each of 11 general medical and surgical hospitals. Eighty- 
four cases were found where a veteran having no dependents had an annual 
income of $3.500 or more or where a veteran with dependents had an annual 
income of $5.000 or more. Eight veterans had incomes ranging from $8,000 
to $12,000. From the 1,100 cases, a net worth information was obtained for 
950 veterans of whom 33 had a net worth of $15,000 or more. 

In addition, to test the efficacy of the addendum to the application for admis- 
sion to the hospital as a reliable financial reporting mechanism, our investigators 
examined the VA files of about 500 of the last admitted non-service-connected 
disability patients in each of 51 general medical and surgical hospitals, or a total 
of 25,000 patients, for those cases in which it appeared to be most feasible to 
compare the financial information shown on the addendum with information 
that might be obtained by direct investigation. In the cases selected, there was 
some indication that the veteran had achieved an economic level suggestive of 
ability to pay for the hospitalization provided. Our investigations of 852 cases 
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indicated substantial understatements of financial condition and income as sum- 
marized in the following table: 


Comparative financial data; Averages and totals from addendum to VA Form 
10-P-10 and investigative findings—852 hospitalized non-service-connected dis- 
ability veterans 


| On addendum | By investigation Differences 
| 


| Average | Total | Average Total Average Total | Percent 


———__——-————_|_ —_ ‘ Sell scenanooti . 
PRON) UT tt od oes dee ‘ 
Annual income._......... | $4, 4: $3, 779, 976 $5, 006 | $4, 265, 268 $569 $485, 292 | 


Liquid assets s -| 1, 486, 302 ,849 | 4, 131, 635 3,105 | 2, 645, 333 
Real and personal prop- 

OUST 65h 8dsencnssiius 2, | 10, 376, 531 7,173 | 14,631, 419 4, 944 4, 254, 888 
Net worths.. 


ee j 8, 656,597 | 17,622 | 15, 013,656 | 7,462 | 6,357,059 | 


Savings through consolidation of accounting functions 


In recent months, the Veterans’ Administration has been considering the appli- 
cation of electronic machine processes to its tremendous clerical and accounting 
workload. A primary consideration in the use of such equipment is the consoli- 
dation of workload units into a small number of large-volume centers in order 
to obtain maximum utilization of the immense processing capacity of electronic 
equipment. Such consolidation may be accomplished by centralization of ap- 
propriate functions—e. g., the accounting records of veterans (or their survivors) 
receiving benefit payments—without closing any existing field offices or impairing 
the convenient and personal service now provided to veterans under the present 
field pattern. To a certain extent, this fact has been recognized by the VA, 
as demonstrated by the following comments included in the report of the Senate 
Committee on Government Operations, Organization of Federal Executive De- 
partments and Agencies (Committee Rept. 16, 84th Cong., 2d sess.) : 

“The regional offices at San Diego, Calif., Oklahoma City, Okla., and Miami, 
Fla., were modified by the consolidation of their paperwork processing with the 
regional offices at Los Angeles, Muskogee, and Pass-A-Grille, respectively. The 
purpose of the three moves was to eliminate overhead and paperwork duplica- 
tion, and thus effect annual savings of more than $900,000 with no significant 
impairment of service to veterans.” 

However, the agency recently decentralized all future death claims to its 67 
regional offices. Death compensation and insurance cases on the rolls at the 
time of this change will continue to be paid by the three district offices in Phila- 
delphia, St. Paul, and Denver, unless a further change is made. At August 31, 
11956, there were 624,000 active accounts at the Philadelphia district office, 
203,000 at St. Paul, and 273,000 at Denver. This concentration of workload 
would have provided an ideal situation for the use of electronic data processing, 
for which time-saving mechanical and electronic processes were under con- 
sideration by the agency’s systems personnel. Although decentralization of 
future claims to the 67 regional offices did not immediately reduce the workload 
in the 8 district offices to an uneconomical level, it will have that effect eventually. 
In the meantime, this policy will result in the slow accumulation of death claim 
workloads in regional offices in volumes too small to process efficiently. 

In order that the Veterans’ Administration may take full advantage of future 
improvements in electronic processing of mass repetitive transactions, we be- 
lieve that centralization rather than decentralization of such transactions is more 
appropriate. 


Consideration should be given to eliminating the separate appropriation for 
maintenance and operation of supply depots 

The Veterans’ Administration presently receives a separate appropriation for 
the purpose of defraying expenses necessary for maintaining and operating its 
three supply depots, although Public Law 149, 838d Congress, established a re- 
volving supply fund “* * * for all expenses necessary for the operation and 
maintenance of a supply system for the Veterans’ Administration including pro- 
curement of supplies and equipment, and personal services * * *.” The depot 
program costs paid from the separate appropriation consist of depot administra- 
tion, depot storage, depot stock control, and depot maintenance and utilities. 
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We believe that the depot operating costs should be financed by the supply 
fund and that the corpus of the fund should be maintained by a surcharge on 
materials issued to the using appropriations. Adoption of this procedure would 
result in the inclusion of total acquisition costs, comprising both first costs and 
operating costs of the depots, in prices charged to the appropriations by which 
the field stations are financed and would eliminate the need for the separate 
appropriation for depot operations. 


DUAL BENEFITS 





Mr. THomas. Let me read some parts of it. On the subject of 
dual benefits received by some veterans, the Comptroller General uses 
this language: Hesays: 

In our examination of various States soldiers homes, we noted that many of 
the veterans being cared for in State homes operated in part at the expense of 
the Federal Government were also receiving non-service-connected disability 
pensions. These pensions are designed to enable the veterans to pay for the 
necessities which are being furnished to them free of charge. In addition, many 
of the veterans receiving aid and attendance in State homes also receive aid 
and attendance allowances from the Federal Government. 


He goes on to state that the same situation obtained in a good 
many of the veterans hospitals and particularly “doms.” He goes 
on and points out here that: 


































Ninety-nine percent of the veterans in the State Soldiers Home, Orting, Wash., 
for example, were receiving non-service-connected disability pensions. The care 
of each of these veterans costs the home about $1,500 a year. The Federal Goy- 
ernment reimburses the home for these costs to the extent of about $700 a year. 
Thus, the Federal Government is expending between $1,498 and $2,325 a year 
for this group of veterans compared with payments of between $793 and $1,625 
a year to veterans receiving non-service-connected disability pensions but not 
living in State homes. 

In other words, he points out that here is one group getting just 
about twice as much as another group in the same category. What 
comment do you have to make about that‘ Let me finish reading 
and you can wrap it all in one. He goes further here and he says: 

In some cases, the direct monetary benefits provided to a veteran residing in 
a State home accumulate in the veteran’s estate and are eventually paid to his 
heirs, who may be distant relatives with whom he had little or no contact and 
who were in no sense dependent on the veteran. About 8 percent of the veterans 
at the home in Orting had estates of from $1,700 to about $7,000 with an average 
of more than $3,600, most of which was derived from VA pensions. A similar 
situation prevails with respect to veterans being cared for in VA hospitals and 
domiciliaries. In the Annual Report of the Comptroller General for 1955, at 
page 84, we stated that an estimated 80 to 90 percent of the veterans receiving 
domiciliary care in a VA center were also receiving pensions for non-service- 
connected disabilities. In one VA center a number of veterans had accumulated 
between $1,400 and $3,500 from pensions withheld while receiving domiciliary 
care. 

Do you care to make a comment on that ? 

Mr. Driver. There has been legislation introduced to correct that, 
to withhold pension payments during institutionalization of veterans 
without. dependents; that has been introduced, and in the past the VA 
has taken a favorable attitude toward such bills. And TI would pre- 
sume that the same would be true if it is introduced again, sir. 

Mr. Tromas. Well, your comment, then, is that the VA has sup- 
ported legislation doing what, now? 

Mr. Driver. To withhold pension payments while a veteran with- 
out dependents is in an institution. For example, in a prison, or in 
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a domiciliary or in a home where he does not require the pension. We 
would take a favorable position, I presume, as we have in the past. 

Mr. Tuomas. Do you take a position that the entire amount of the 

nsion should be withheld ? 

Mr. Driver. The bills have been varied. Do you recall, Mr. 
Birdsall, if they have permittted veterans with dependents a portion / 

Mr. Brrosatu. Mr. Chairman, if I might say, the current law was 
evolved from a thorough analysis by Congress of the whole situation 
at the time that Gener ‘al Bradley was Administrator. Several alter- 
native proposals were submitted to the committee in an effort to solve 
the question. The result of the full consideration was the existing 
law, Public Law 662 which—— 

Mr. Tuomas. May I interrupt you? Is the matter being pushed by 
the Veterans’ Administration then with the proper legislative commit- 
tee of the Congress to take some action ? 

Mr. Birpsatu. There have been proposals that will be more restric- 
tive as to the payment of these benefits while the man is institutional- 
ized, but Congress took the position at the time that unless he was 
being maint: ained completely by the United States in its own institu- 
tions, there would be no reduction ; that has application in connection 
with these State homes and probably that is the way it arose. The 
bills that. have been introduced—— 

Mr. Trromas. What is the probability of some action at this time 
by the Veterans Affairs Committee ? 

Mr. Birpsa. I believe that that is one of their first- 

Mr. Tuomas. Expressing my own feeling, I hope you leave us old 
veterans a little cigarette money. 

Mr. Birpsati. As Mr. Driver said, the present law and proposals 
recognize the needs of those with dependents and——- 

Mr. Tuomas. How much money is involved in this item here? How 
much money in the way of compensation and pensions is being paid 
to the sum total of vete rans, either in “doms” or State homes, or wher- 
ever they are, who are receiving assistance / 

Mr. Driver. We do not have a figure on that, Mr. Thomas, 

Mr. Tuomas. Do you havea pretty good guess / 

Mr. Stoner. You can give a pretty good guess. 

Mr. ‘THomas. Can you come up w ith a reasonable figure ¢ 

Mr. Driver. We can. Iam sure we have not got it here. 

Mr. Tromas. This is no virgin subject with you gentlemen. Do 
you have a figure on it ¢ 

Mr. Suytie. The present bill, Mr. Chairman, that is in the Veterans’ 
Administration dealing with this subject is in the process of being 
costed at this time, and within the next few days the VA will make 
a report on that, then, as to the cost effects of this bill. The bill that 
the House committee has before it now is one that requires that the 
pension be reduced to a $30 maximum after a period of 6 months’ in 
a hospital or an institution. 

Mr. THomas. We do not in here desire to get over into the jurisdic- 
tion of the legislative committee, but what we would like to know is 
some reasonable figure as to the cost in this regard. 

Mr. Srone. Mr. Chairman, figuring the ‘total number that are in 
the State homes, that are paying, and ‘if everyone of them were draw- 
ing the total amount, it would figure about $714 million. 





150 


Mr. Tuomas. There is bound to be more than one home. As well 
as I remember, how many State homes are there ? 

Mr. Srone. 9,100 in the State homes. If they were all drawing—~ 

Mr. Tuomas. How many in the “doms”? We have more than that 
in “doms” in State homes. 

Mr. Stoner. That’s right. We have 16,600 in VA “doms”; 9,100 in 
State homes. 

Mr. Tomas. Now you are getting right. About 26,000. 

Mr. Srone. That is right. 

Mr. Tuomas. Hlow many in addition, outside of that? I guess 
that ought to cover it, oughtn’t it? Either dependents or friends tak- 
ing care of them. W ‘ell 25,000 maximum could be how much ? 

Mr. Stone. About $25 million. 

Mr. Tuomas. That would be the top figure under any and all cir- 
cumstances f ¢ 

Mr. Srone. It might run higher, a million or so. 

Mr. Tuomas. What would be the possibility to make it run higher? 

Mr. Driver. It would include men in prison. 

Mr. Srone. In prison, too. 

Mr. Driver. We don’t have any figure on the number that there 
would be there. 

Mr. Hietry. Mr. Chairman, I think they are aiming at building up 
an estate; that is the principal thing they are aiming at. Don’t you 
believe that? Payments to dependents—on money for their own use. 

Mr. Stone. $27,500,000 would be a maximum. 

Mr. Tuomas. That would be a maximum figure. I doubt if it is that 
high. 


ELECTRONIC DATA PROCESSING AND DECENTRALIZATION OF DEATH CLAIMS 


Let us go over to the other one here. Turn to page 119 and let me 
read into the record. He writes on the use of electronic and modern 
equipment and so forth and your clerical operations, I remember last 
year in your New York office, I think we went by there and they were 
making a test run, I believe, and it was absolutely astounding. Instead 
of sending those benefit checks over to the Treasury, all that duplica- 
tion and work, it was all being done right there in the New York 
office and the only time a human hand touched it was when they 
dropped it in the mail box, as I recall it. The machines addressed those 
envelopes, wrote the checks, and sealed them for all those beneficiaries. 
It was a tremendous operation and it was quite smooth, as well as I 
remember, and the people in the office were just tickled to death with 
the progress they were making. So with that in mind, this part of 
the Comptroller General’s report was not only new but it was quite 
interesting and I read it for your comment and consideration. 

In recent months, the Veterans’ Administration has been considering the appli- 
eation of electronic-machine processes to its tremendous clerical and accounting 
workload. A primary consideration in the use of such equipment is the consoli- 
dation of workload units into a small number of large-volume centers in order to 
obtain maximum utilization of the immense processing capacity of electronic 
equipment. 


That is choice language there. 


Such consolidation may be accomplished by centralization of appropriate func- 
tions, that is, the accounting records of veterans or their survivors receiving 
benefit payments—without closing any existing field offices or impairing the con- 
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yenient and personal service now provided to veterans under the present field 
pattern. To a certain extent, this fact has been recognized by the VA, as demon- 
strated by the following comments included in the Report of the Senate Com- 
mittee on Government Operations, Organization of Federal Executive Depart- 
ments and Agencies (Committee Rept. 16, 84th Cong., 2d session). 

“The regional offices at San Diego, Calif., Oklahoma City, Okla., and Miami, 
Fla.. were modified by the consolidation of their paperwork processing with the 
regional offices at Los Angeles, Muskogee, and Pass-A-Grille, respectively. The 
purpose of the three moves was to eliminate overhead and paperwork duplication, 
and thus effect annual savings of more than $900,000 with no significant impair- 
ment of service to veterans.” 


Coming back to the report of the Comptroller: 


However, the agency recently decentralized all future death claims to its 67 
regional offices. Death compensation and insurance cases on the rolls at the 
time of this change will continue to be paid by the three district offices in Phila- 
delphia, St. Paul, and Denver, unless a further change is made. At August 
31, 1956, there were 624,000 active accounts at the Philadelphia district office, 
203,000 at St. Paul, and 273,000 at Denver. This concentration of workload 
would have provided an ideal situation for the use of electronic data process- 
ing, for which time-saving mechanical and electronic process were under con- 
sideration by the agency’s systems personnel. Although decentralization of 
future claims to the 67 regional offices did not immediately reduce the workload 
in the 3 district offices to an uneconomical level, it will have that effect eventually. 
In the meantime, this policy will result in the slow accumulation of death claim 
workloads in regional offices in volumes too small to process efficiently. 

What do you say, gentlemen ? 

Mr. Hietey. Working backward, that last sentence is not true, 
because that work is being dovetailed with our claims work. 

Mr, Stone. Mr. Monk can give you an explanation of that. He has 
been in charge of that test up there and can give you the results of 
it if you so desire. 

Mr. Tromas. Well, we want it. What about this last statement? 
It says—are his facts right here—that death compensation and in- 
surance claims on the rolls—and so forth—However, the agency re- 
cently decentralized all future death claims to its 67 regional offices. 
That means the beneficiary claims, I presume. 

Mr. Hictry. That is the new claims that come along. 

Mr. Tuomas. Beneficiary claims. A man who is deceased cannot 
do any claiming for himself. So it is bound to be beneficiary claims; 
isn’t it? 

Mr. Stoner. Mr. Monk can cover the thing and also explain the last 
sentence where it would be practical. 

Mr. Monk. With respect to that last sentence- 

Mr. Tuomas. Let’s see what you are talking about in the mean- 
time. He is taking about this policy of what? 

Mr. Monk. Of decentralization. 

Mr. Tuomas. Sending from the 3 insurance offices to your 67? 

Mr. Monx. The new death claims. 

Mr. Tomas. Yes. 

Mr. Monk. Which, of course, at the beginning, will make a small 
number of claims in each one of the 67 offices. 

Mr. Tuomas. That is exactly what is said here—it does not lend 
itself to time-saving and money-saving in electronics equipment. 

Mr. Monk. Those claims wiil be dovetailed and worked in with the 
live veterans’ claims so that it is not a separate, small workload. 

Mr. Tuomas. What are you going to have in your three remaining 
insurance offices ? 
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Mr. Monx. In those three remaining insurance offices, insofar as 
payments are concerned, we will continue to pay in those offices the 
running awards, that is, the cases that were in those offices prior to 
the decentralization. We do not now plan to further decentralize those 
running awards. 

Mr. Tuomas. Are you going to decentralize—are you going to accept 
payments on insurance policies in your three offices and “send them out 
receipts for - Is that all you are going to do there, then ? 

Mr. Monx. No; we will continue to pay in those offices. 

Mr. Tuomas. And pay and receive monthly payments or quarterly 
payments? Whom are you going to pay? 

Mr. Monk. We are going to pay those that were on the rolls, the 
beneficiaries that were on the rolls at the time this decentralization 
took place; and that is a sizable workload in each of those three offices. 

Mr. Tuomas. What is the nature of the work you are sending to the 
67 regional offices? 

Mr. Monk. Those are the new death claims. 

Mr. Stone. We are not sending new claims to the district offices 
any more. 

Whenever anybody dies in a regional-office area, the folder stays 
right in the office and all the work is handled in that office. Formerly, 
it was forwarded to one of the district offices. It remains now in the 
location where the beneficiary lives. 

Mr. Monk. We are studying, or beginning a study of, the applica- 
tion of an electronics data processing system. 

Mr. Tuomas. You are just agreeing with what the General Account- 
ing Office says. 

‘Mr. Srone. Explain the extent. 

Mr. Monk. I do not think we are, Mr. Thomas. We are studying 
now the possible application of electronic data processing equipment 
and we are starting out with a study on our claims activity in the De- 
partment. of Veterans’ Benefits in the hopes that we may be able to 
mechanize considerably and integrate considerably the whole process- 
ing of the claims work from the time the claim is filed until we pay 
off on the claim. 

Now, that conceivably could result in several central processing cen- 
ters. We are not far enough into that to know. 

Mr. Tuomas. What are some of the items covered under the generic 
term, “Claims”? Let’s get at it from another angle. 

Mr. Monk. I am referring specifically to the claim for compensa- 
tion and pensions. That claim, if allowed, ultimately results in a pay- 
ment either to the veteran or to his beneficiary. 

Mr. THomas. What part of that workload are you sending to your 
67 offices? 

Mr. Monk. We are sending the current new claims on death cases. 

Mr. Tuomas. Nothing but ‘death cases? 

Mr. Monk. Nothing but death cases. ‘The live cases are already in 
the regional offices and have been there all the time. 

Mr. Tuomas. What part of your total claims work will be in your 
regional offices ? 

Mr. Monk. It will be there now except the payment of the claims 
that were on the rolls at the time we decentralized. 

Mr. Tuomas. What part of your total work load would that be? 

Mr. Monk. That is approximately a third, in terms of payments. 
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Mr. Stone. To beneficiaries. 

Mr. Monk. To beneficiaries; yes. 

Mr. Tuomas. Wherein has the General Accounting Office made an 
error, then? You certainly are splitting it up. 

Mr. Hietry. I objected to the statement when they said that the 
volume was so low that we could not have a workable unit at the 
regional office level. What we have done is dovetailed—-- 

Mr. Tuomas. You do not question the fact that you are splitting up 
that volume? 

Mr. Hieiery. Oh, no. 

Mr. Tuomas. You think there is so much of it that you can have it 
in 70 centers—67 district offices and your 3 insurance offices / 

Mr. Hierry. The idea back of this was to get all adjudications out 
in the center where these people live, as the beneficiaries, and where 
the veteran probably had his case. That is where the folder is at the 
time he dies. So the beneficiaries can transact their business right 
with that same office without going into—— 

Mr. Tuomas. We have gone into this subject many times with your 
predecessor and his predec essor, SO we are quite familiar with the 
human problems involved in it. Certainly it is desirable to have it as 
near to a man’s hometown or to a beneficiary’s hometown where they 

‘an go up there and more or less see and talk with people. A lot of 
people don’t like to write letters, and conversation is worth more than 
a dozen letters, so it looks to me as if you have to weigh that against 
what the Comptroller says. 

Mr. Monk. I don’t think we can overlook the fact that we do have 
hopes and plans to mechanize our claims processing in the regional 
offices and, if we can do that, then we can also include—— 

Mr. THomas. You can put your finger on the question raised, right 
there. Are you going to have enough volume down there to justify 
the expenditure of mechanizing the operation ? 

Mr. Stone. Not in all offices. 

Mr. Tuomas. That is all he says. He is not criticizing anybody or 
anything. He is just stating a cold fact. But in your decentralization 
you are not going to have “enough control in each of your 67 offices 
now to justify the expenditure in electronic equipment and, not hav- 
ing enough volume, you are going to perpetuate a more or less uneco- 
nomic system ? 

Mr. Stone. We knew we could never get it in all regional offices. 
There would be some of the smaller ones that it would never be even 
possible to think about it, but there will be enough of the centers 
throughout the country that will be large enough to take on the load at 
areal saving. 

Mr. Vursett. Assuming that you would mechanize one of your 
offices that has rather heavy claims, have you an idea of the cost— 
rough idea of the cost of the « equipment to mechanize such an office ? 

Mr. Monx. It would depend, Congressman, on to what extent you 
mechanize. If you are talking about electronic data processing equip- 
ment, I believe it is hardly conceivable that we could afford to put an 
electronic data processing equipment installation in a single office 
just to do the work for that office, because the equipment is very ex- 
pensive and it handles a terrific volume of work and requires a terrific 
volume to justify its use. Therefore, if we go to an electronic system 
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we would have to put at least in, oh, a few centers, the processing work 
for all of these 67 offices. 

Mr. Tuomas. There is no doubt about what the Comptroller says. 
What is the other side of the coin? I think you have already said 
enough—that you are agreeing exactly with the point he raises. Now 
what is the other side of the coin? What is the adv: antage of sending 
it out, decentralizing it now ? 

Mr. Monk. The advantage of decentralizing the death claims, as 
the Administrator stated, was to get the claim closer to the claimant. 
Now, we do not believe that we lose anything from a processing stand- 
point when we do that, because we feel that we can mechanize the 
work in these offices and draw together live and dead claims at a sav- 
ings. We do not feel that we have lost anything by taking these 
cases out of the district offices. 

Mr. Jonas. Is it not true that the processing of a death claim, in 
the great majority of cases, is simply automatic? You do not have 
any ‘controv ersy. It is just writing a check? I can see where your 
point would be good if you were consideri ing live claims where con- 
troversy exists; ‘but we are talking now about the automatic process 
of paying the death claim to a well-known beneficiary. 

Mr. Monk. There is very little activity in a death claim after the 
claim has been awarded. Then it is a matter of payment, and that 
check could be written any place and mailed to the beneficiary, because 
you can arrange the mailing schedule so it gets there at the proper 
time. And the beneficiary is not particularly interested where the 
check is written, so long as the beneficiary gets the check. 

Mr. Botanp. Why don’t you write them in one place, if that is so? 

Mr. Monk. In this study we are undert: aking, there will be con- 
sideration given to writing all of those checks in one or at least a few 
places. 

Mr. Boranp. There is no particular benefit in having these records 
in the area in which the beneficiary lives, as the Administrator points 
out. 

Mr. Monk. After they have been adjudicated, there is very little, 
if any. 

Mr. Botanp. There is no problem there. The beneficiary is well 
known and specifically designated. It would seem to me that the 
way to handle this would be to write them all in one office. 

Mr. Yares. What is the advantage to decentralization ? 

Mr. Stone. Mr. Driver, Director of Compensation and Pension, will 
answer that. 

Mr. Yares. All of the answers that our good friend, Mr. Monk, 
has been giving have emphasized the point that both Mr. Vursell and 
Mr. Boland have made; namely, that you can do this job from a central 
office. What are the advantages, then, to putting the job out in 
local offices ? 

Mr. Hietxy, Let me answer just a minute here. I think there are 
two points involved. One is this matter of mechanization or electronic 
handling of checks. We do not handle, except in the New York ex- 
periment, any checks today. Is that correct? So that is a future 
development. But on the basis of these death claims, at the present 
time those folders are out in a regional office, and we have a regular 
setup there for adjudication. They have been handling the live vet- 
eran’sclaims. Now, what we have done 
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Mr. Yares. In your local offices ? 

Mr. Hietry. In all of these regional offices. So you have a setup 
there of handling the regular veteran claims; the folders are there. 
When the veteran dies, we go right ahead with the same people, the 
same boards, with the record right there, and adjudicate the claim 
and complete the operation. Heretofore, the regional office would 
send the folder to another board at the district office and they would 
make that adjudication. 

Mr. Yarrs. Are you contending by this response that there would 
be no economy in centralizing the payment of death claims? 

Mr. Hicuey. This is the adjudication which takes place. The pay- 
ment could be made anywhere. The payment could be made out of 
one or a dozen places. Is that not correct ? 

Mr. Monk. If we were to do our own paying, I think we would 
recentralize those cases for payment purposes. At least as far as the 
pay is concerned, we would centralize those into one location, because 
there is no question that the volume there, as far as the payment is 
concerned, would be more economical in one location than it would 
be in others. 

Mr. Hietry. So that is the point. We are talking about adjudica- 
tion only at the regional office. Now, payment is another point. That, 
at the present time, is done by the Treasury, and if and when we can 
get a better and more efficient way of doing it ourselves we would do 
it perhaps at 1 place, maybe 2 places. I do not know how that would 
work. 

Mr. Yates. What you are saying, then, in essence, is that you have 
to have staffs in regional offices to adjudicate your live claims; that 
the same staffs adjudicate the death claims and then mark the file 
“closed,” and payment can be made from some other place. 

Mr. THomas. Why adjudicate in one place and send it to another? 
Then you have to do all that paperwork. 

Mr. Yates. They are adjudicating the live claims. Mr. Vursell 
made a very valid point, namely, that insofar as the adjudication of 
claims for living persons is concerned, you do want them in local areas 
because you may favre claimants. You may have some personal inter- 
change between them. The Administrator then makes the point that 
the same staff, after one of these claimants dies, merely adjudicates the 
death claim at that point, and from that point on the payment of the 
claim can be made from a central office by electronic equipment. Do 
I understand that that is your argument? 

Mr. Hiciry. That is it. 

Mr. Tuomas. You have to write another letter; you have to have 
somebody go through that business. What about the operation in your 
New York office? I hope you are not falling back and saying it is not 
good ? 

Mr. Monk. Weare not going to say that it is no good. 

Mr. Hictey. We do not have the determining hand on that, either, 
you must remember. You see, you have got this point that we did 
have two adjudication branches, one at the district offices where they 
were adjudicating death claims and the regular adjudication system 
in the regional offices taking on live claims. 

We are making use of one adjudication system for both. That is 
what it amounts to. It seems a very sensible thing to me. When it 
comes to payment, that is a different deal. If we were to do the dis- 








bursing, we would utilize the most efficient way of getting checks to all 
the people w ho have them coming. 

Mr. Yates. Who makes the adjudication of death claims now ? 

Mr. Hiairy. We have had in the past adjudication boards in the 
district offices; is that not correct ? 

Mr. Stone. Yes, sir. 

Mr. Hiciey. We send the folder there for adjudication in case of 
death, from the regional office to the board in the district office to make 
the adjudication of death claim. 

Mr. Tuomas. You never knew where the folders were, whether they 
were en route from the district office to the regional offic e, or en route 
from the regional office to the district office, or just where they were. 
If you wrote to the Washington office, they would refer you to the 
district office. 

Mr. Hietry. Now the folder does not move at all and the same board 
goes ahead and finishes that claim which is the death claim. I do 
not think we are losing anything anywhere; and when it comes to 
payment, which is another deal, of course, at the present time that 
is all handled through 13 Treasury offices. 

Mr. STONE. Twenty- -one Treasury offices. 

Mr. Hietey. If this electronic deal ever works and we are given 
the job of making our own disbursements—— 


EXPERIMENT IN NEW YORK 


Mr. Tuomas. Tell us about your New York experiment. 

Mr. Monn. Weare very pleased with it. 

Mr. Tuomas. What is the nature of it, the purpose of it? 

Mr. Monk. The thing simply is to integrate benefit payment 
accounts with a disbursing operation. 

Mr. Tuomas. Exactly what we are talking about here now, is it not? 

Mr. Monr. And to—— 

Mr. Tuomas. We are not going to have to do any shipping to the 
veterans from the central office to a regional office, and to the Treasury 
office; we are just wrapping it all up within one little package. Tell 
us exactly what you did and what you had been doing prior to that 
experiment. 

Mr. Monx. Prior to that experiment, we had largely a manual 
operation in our accounting process, in our regional offices. 

We got the claim in from the adjudication activity. 

Mr. THomas. Whereabouts was the adjudication activity—in the 
regional office ¢ 

Mr. Monk. In the New York office, this pertained, then, only to 
living claims ? 

Mr. Tuomas. Yes. 

Mr. Monk. This was even before the decentralization of the death 
claims. We adjudicated the case. It went to Finance. 

Mr. THomas. Where was Finance ? 

Mr. Monk. Finance was inthe New York Regional Office. 

Mr. Tuomas. All right. 

Mr. Monk. A couple of floors below in the same building, or could 
have been four floors. The claim was figured. Then we prepared a 
voucher, sent it over to the Treasury Department and the Treasury 
Department wrote the check. 
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Mr. Tuomas. That cost a little bit of money, just preparing it and 
getting it over there? It is easily said but it takes a lot of man-hours 
to get it over there, doesn’t it ? 

Mr. Monk. There was some duplication of effort. 

Now we have mechanized the entire process so that we get the claim 
from adjudication right in the regional office and then we put it on a 
puncheard. 

Mr. THomas. How many people are doing that job now, not only in 
VA shops, but in the Treasury shop ? 

Mr. Monk. We are doing the job in New York with about 8 people 
less than we did the job before in New York and we have included 
in the new job the disbursing function. 

Mr. THomas. Well, how many people are you saving over in the 
Treasury ¢ 

Mr. Monk. We do not know that. 

Mr. Tuomas. What is your guess? You have a pretty good idea. 
You have studied this thing. 

Mr. Monk. My guess is that we are saving from 25 to 30 people. 

Mr. Tuomas. What is your total saving, now, to Uncle Sam? 

Mr. Monk. We don’t know what the Treasury cost was, but if we 
assume that the Treasury cost was the average cost that they computed 
for processing any check through the New York office, then we would 
believe that the saving should be about $90,000. 

Mr. Tuomas. That is VA and Treasury. 

Mr. Monk. VA and Treasury. 

Mr. Tuomas. Isthat monthly, annually, or how ? 

Mr. Monk. Annually. 

Mr. Tuomas. What does your equipment cost that you are doing 
it with ¢ 

Mr. Monx. That includes the equipment cost. 

Mr. Tuomas. Let us separate it down. You are taking me fast. 
Without the equipment cost, first. 

Mr. Monk. Without the equipment cost it would be about $105,000. 

Mr. Hictery. Is that rental equipment you are talking about ? 

Mr. Monk. Our rental equipment, yes, sir, is about $15,000 a year. 

Mr. Tuomas. Your net saving is $90,000 a year. How many offices 
do you have ? 

Mr. Monk. Sixty-seven offices. 

Mr. Tuomas. Would you multiply that figure by 67 and say that 
is the figure ? 

Mr. Monk. No. 

Mr. Tuomas. I knew I was going to get the answer, “No.” How 
many can you multiply it by—50 ? 

Mr. Monk. We would multiply it by about 50. 

Mr. Tuomas. Multiply it by about 50 and see how much that is. 

Mr. Hieiey. Half a million dollars. 

Mr. Tuomas. That is not to be sneezed at, is it? Five million, not 
half a million, Mr. Administrator. 

Mr. Hieiry, I guess you are right. 

Mr. Monk. It would not be that much. 

Mr. Tuomas. Settle for $4 million, then, saving? 

Mr. Monk. It would be considerable. 
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Mr. Tuomas. All right; thank you. Anyway, I hope you gentle- 
men do some more studying and before you make any moves do your 
studying and don’t make any mistakes in this thing. 

And I say this in all sincerity : this Comptroller General crowd, they 
are not only looking at your operation, they are looking at every- 
body else’s. They are experienced in this field. Their experience is a 
little broader than yours and mine and it all adds up. They are en- 
titled to a little consideration. They are not as familiar with the 
details of your own operation as you are, but you might swap some 
ideas with them. It would not be a matter of their telling you how 
you are going to run your job. They do not attempt to do ‘that; they 
do not want to do it; but they might be able to be beneficial to you. So 
I hope you will use whatever services that they have. 

I see some additional information here. I looked this over last night 
but for the life of me-—— 



















SUPPLY DEPOTS 






Mr. Jonas. You are not going into that last comment by the Comp- 
troller General, about consolidating appropriations, eliminating the 
separate appropriation for maintenance and operation of supply 
depots. VA presently receives a separate appropriation for the pur- 
pose of defraying expenses necessary for maintaining and operating 
its three supply depots. 

Mr. Tuomas. I remember reading that: 























Although Public Law 149 established a revolving supply fund for all expenses 
necessary for the operation and maintenance of a supply system for the Veter- 
ans’ Administration, including procurement of supplies and equipment, and per- 
sonal services—the depot program costs paid from the separate appropriation 
consist of depot administration, depot storage, depot stock control. 

We believe that the depot operating costs should be financed by the supply 
fund and that the corpus of the fund should be maintained by a surcharge on 
materials issued to the using appropriations. Adoption of this procedure would 
result in the inclusion of total acquisition costs, comprising both first costs and 
operating costs of the depots, in prices charged to the appropriations by which 
the field stations are financed and would eliminate the need for the separate ap- 
propriation for depot operations. 


We do not object. He is aiming this at the Congress. And I speak 
my own opinion and each Member will speak his own—we do not 
object to any type of bookkeeping the Veterans’ Administration wants 
to do for its own use and benefit. We object not to any method or 
procedure that the General Accounting Office wants to establish for its 
benefit or the Veterans’ Administration’s, but we are not going to let 
the General Accounting Office tell this committee of the Congress 
how and in what form we want that budget. 

What he is writing about here is because we asked for a specific 
limitation on what they can spend for each one of these activities. 
If he objects, if he wants a blank check, as far as I am concerned, he 
is not going to get it. We are going to keep control of the purse 
strings and the only way you are going to do it is to put a limitation 
on each one of the activities. That is the only way the committee 
and the Congress can keep up with exactly how and for what. purpose 
these expenditures are made. 

Mr. Yates. He is doing more than that. He is asking that different 
parts of the organization be made to pay the costs of the use of the 
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supply depot. I do not know whether they charge back any part of 
the costs to various users. ‘That is what he is suggesting. 

Mr. Tuomas. That. is a good idea in itself, and they are doing that 
in their printing bill and in 2 or 3 other items which they have not 
done heretofore; that is perfectly all right; but he wants you to take 
the limitations off of several items under the supply fund. 

Mr. Yates. I would agree with you on that. 

Mr. Tuomas. Maybe I did not read that correctly. I read it the 
night before last. I remember it distinctly. 

The depot program costs are separated from the appropriations, and 
so forth, consisting of all these things. He wants you to consolidate 
that all in one. 

Mr. Yates. But he says, we believe that the depot operating costs 
should be financed by the supply fund and that the corpus of the fund 
should be maintained by a surcharge on materials issued to the using 
appropriations. 

He does not talk about eliminating any appropriations language, 
does he? 

Mr. Tomas. It is a double-barreled thing. 

Mr. Yates. Doesn’t say anything about that here. 

Mr. Kexsey. I believe that he would have that intention. 

Mr. Tuomas. Here is maintenance and operation on supply depot 
for expenses necessary for maintenance and operation of supply depot, 
including all these things, and not to exceed so much. 

Mr. Yates. He does not say anything about elimination of any 
limitation. 

Mr. THomas. That is what he is driving at—maintenance and op- 
eration. He thinks the whole supply fund ought to be charged in one 
separate fund and dealt with asa unit. 

Mr. Yares. Consideration should be given to a separate appropri- 
ation. 

Mr. Tuomas. We do not like the separate appropriation because it 
is far more workable on an accounting basis. That is what he is 
objecting to. 

Mr. Yates. What about the question of the charge-back for the 
maintenance or the recovery of the amounts expended ? 

Mr. Tomas. I do not know how they do it internally. 

Mr. Baker. We cannot do it internally under the present appropri- 
ation. 

Mr. Tuomas. Fifty percent of the printing has been done in the 
Printing Office; the other part remained in their own shop. It has 
been in one assistant administrator’s office. It has been charged in 
there and they are charging it back to each one of them. But this 
is larger than your printing office bill, isn’t it ? 

Mr. Baker. Roughly half of the total printing costs. 

Mr. Tuomas. How much? 

Mr. Baxer. About one million nine. 

Mr. Tuomas. About one-third of your total bill. 

Mr. Baker. About three and a half million dollars for printing. 

Mr. Tuomas. Including GPO. 


Mr. Baker. Yes, sir. 
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Mr. Tuomas. I don’t think there is anything serious about that, 
What about you, Mr. Jonas? 

Mr. Jonas. You said you were going into it. 

Mr. Tuomas. I did not intentionally overlook it. 

Mr. Yates. Is this just a question of putting money out of one 
pocket and putting it into another in terms of what his suggestion is? 
In other words, he wants to require different parts of your organiza- 
tion to pay into this revolving fund a certain amount of cost. We 
would have to appropriate that money anyway for the other part of 
your organization ? 

Mr. Hiatery. It isa bookkeeping transaction. 

af Tuomas. Mr. Baker said it could not be done. I am wondering 
why. 

Mr. Baxer. It cannot be done under the present appropriation 
language for the supply depot operation. If you eliminated that 
appropriation and authorized the inclusion of cost of operating those 
depots within the supply fund it could be done, certainly. We would 
not save any money overall, as Congressman Yates points out, be- 
cause an additional amount would have to go into the other appropri- 
ations in order to buy the goods at the increased prices necessary to 
absorb the operating cost of the depots. 

Mr. O’Ner. You would only have one separate account for the 
depot operation. It is an accounting matter that he is talking about. 

Mr. Jonas. He would also eliminate the need for a separate appro- 
priation. 

Mr. Yares. For an appropriation ? 

Mr. Jonas. He seems to be taking the position, as I read this, that 
that was contemplated by the Congress with Public Law 149 when 


it set up the fund. 

Mr. Ketsry. Mr. Chairman, what he apparently has in mind, as 
T am sure you understood this, was to place this under the operation 
of the supply fund; that would eliminate this one appropriation for 
the maintenance and operation of the supply depots, and it would 
mean that the costs would be shifted as shipments are made from the 
depots, to the receiving offices. The inpatient care anneont oes 


for example, being the greater user of all the things we have in our 
depots, would then be cherend with the cost of operating the depots 
and there would be a surcharge against each item that they received. 
Say, 11% percent. 

Mr. Yates. That would go back to the supply fund. 

Mr. Ketsry. To maintain as he describes it, the corpus of the fund. 

Mr. Tuomas. The supply fund serves primarily the medical pro- 
gram anyway—99 percent of it or 95 percent of it, doesn’t it? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. What is the operating expense ? 
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ADMINISTRATION 


GENERAL OPERATING EXPENSES 


rpraare and aay 


———————— “| 


am by activities: 
_ General administration. . 7 $13, 203, 118 | $13, 940, 000 
2. Insurance: 
(a) Program planning and direction | 2, 116, 416 2, 162, 750 
(6) Field operations: 
(1) Executive administration _— 105, 
(2) Insurance operations 20, 650, 
(3) Office services. . | 3, 723, 
3. Veterans benefits: 
(a) Program planning and direction- 3, 827, 
(6) Field operations: 
(1) Executive administration F 
(2) Contact 9, 962 9.770, 112 
3) Compensation and pensions } 22 236, 054 
(4) Vocational rehabilitation and educa- | 
tion aes 29, 365, 135 28, 199, 586 
Loan guaranty Gs 17,416,049 | 17,876, 486 
Guardianship. 9, 289, ( 92 9, 205, 984 
Office services | 31, 252. 4: 29, 690, 069 
Total costs 7 166, 264, 929 162, 758, 006 
4. Relation of ¢ osts to obligations: 
(a) Costs financed from obligations of other years 
net (—) 2 
(h) Obligations incurred for costs of other years, 
net 


215, 860 


Total program (obligations) - - -- | 166, 580, 789 162, 681, 000 
Financing: 
Unobligated balance no longer available . 800, 211 | 346, 130 


Appropriations (adjusted | 167,381,000 163, 027, 130 


Obl gations je objects 


1956 actual 


VETERANS ADMINISTRATION 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


$4, 660 | 
GS-5.4 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 532, 799 | 
Payment above basic rates 13, 359 | 


$139, 783, 328 | $135, 469, 098 


18, 200 | 52, 805 


Total personal services 

Travel 

Employee 

Beneficiary 
Transportation of things 
Communication services 
tents and utility services 
Printing and reproduction. 
Other contractual services 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 

Contribution to retirement fund 

Refunds, awards, and indemnitic 
Taxes and assessments 


498, 456 

2 962 247 
820 

320 

) 927. 922 
2, 033, 910 , YL5, O61 
1, 066, 242 039, 974 
2, 559, 855 2, 600, 000 


206, 521 0, 000 
41, 030 2, 224 


166, 553, 289 


Total, Veterans Administration 


ALLOCATION TO DEPARTMENT OF THE ARMY 


munication services 


Total obligations 166, 580, 789 162, 681, 000 
| 


7 
}1 1956 actus etal | 1957 estimate 
—|- ; 
i 
| 


£11, 574, 000 
196, 000 
117, 300 

8, 730, 796 


, 125, 904 


4,494, 086 


3, 408, 359 


9; 733, 352 
2, 184, 550 


442, 000 


165, 442, 000 


165, 442, 000 


1958 estimate 


29, 803 

6 
27, 443 
27, 856 


2, 600, 000 
8, 031, 518 
60, 000 
35, 047 


4 42, 000 
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meroet authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 





ee eneenlpsespsb-neeepacepeeatipa —_ . 
BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - -___-.- osaeentee .---| $167, 502,000 | $163, 027, 130 $165, 442, 000 
Transferred to “Operating expe ses, National Arc hives and 
Records Service, General Services Administration’ (41 
U.S. C, 217 (b)) ; ag 21, 000 
Adjusted appropriation 57, 381, 000 163, 027, 130 165, 442, 000 
Obligated balance brought forward 2, 242, 482 9, 075, 414 9, 100, 000 
Restored from certified claims account - ; 43, 997 7 


Total budget authorizations available fm 179, 623, 482 172, 146, ‘Bal 174, 54% 
| 
| 
| 
' 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 
Out of prior authorizations 








157, 571, 567 | 153,681,414 | 156, 292, 000 
11, 47,7 8, 718, 997 | , 700, 000 
Total expenditures 169, 219, 273 162, 400, 34, 992, 000 
Balance no longer available: | 
Unobligated (expiring for obligation 800, 211 346, 130 
Other | 528, 584 300, 000 300, 000 
Obligated balance carried forward | 9, O75, 414 9, 100, 000 | 9, 250, 000 





Total expenditures and balances ses ..| 179, 628,482 | 172, 146, 541 | 174, 542, 000 
i I 


Mr. Ketsry. Mr. Chairman, the “General operating expense” ap- 
propriation is for the administrative costs of operating the central 
office, the cost of operating the Insurance Department, all of the units, 
and the cost of operating the Department of Veterans’ Benefits and 
all of its units in the field which we call regional oflices. That isa 
nutshell description, sir. 

Mr. THomas. Very nicely done. 

Mr. Reporter, at this point put pages 4—1 and 4-2 in the record. 

(The pages referred to are as follows:) 


GENERAL OPERATING EXPENSES, VA, 3$165,442,000 


This appropriation provides funds for executive direction of the Veterans’ 
Administration and general administrative expenses involved in administering 
the several direct benefit appropriations and the insurance program. 

The “General operating expenses” appropriation supports the following three 
major segments of the agency: General Administration, the Department of In- 
surance, and the Department of Veterans’ Benetits. General Administration in- 
cludes the Office of the Administrator and supporting staff offices with the excep- 
tion of the Assistant Administrator for Construction which is financed by the 
“Medical administration and miscellaneous operating expenses” appropriation. 

The following table presents actual employment and costs in fiscal year 1956 
compared with estimated for fiscal years 1957 and 1958 by these organizational 
segments. Explanation and justification of amounts requested for these organiza- 
tional segments is contained in the succeeding sections of this book: 





Comparison of employment and costs by departments 


Department 


General administration: 
Average employment 


Costs: 
01 Personal services. - 
All ot :er objects 


Total costs 


Insurance: 
Average employment 


Costs: 
01 Personal services--.-. 
{ll ot ’.er objects 


Total costs 


Veterans’ benefits: 
Average employment 


Costs: 
01 fersonal services 
{ll ot’ er objects 


Total costs 


Grand total 
Average en ployment 
Costs: 


01 Personal services 


Mtn Geet GUO. So oo co cncacccosdccn 


(net)... 
Obligations incurred for costs of other years, net 


Total obligations 
Unbolirated balance no longer available 
Transfers 


Appropriation or estimate 


Mr. Tuomas. Gentlemen, 


] 
| $106, 
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Actual fiseal 
year 1956 


1, 949 


$10, 129, 986 
3, 073, 132 


Estimated 
fiscal year 
1957 


, e 


$9, 980, 025 
3, 959, 975 


Estimated 
fiscal year | 
1958 


1, 601 


| 
$9, 063, 450 | 
2, 510, 5 





13, 203, 118 


6, 128 


$24, 540, 465 
2, 055, 495 


13, 940, 000 


%, 595, 960 24, 


a 574, 000° 
4, 954 | 


$20, 708, 000 | 
3, 760, 000 | 


24, 468, 000 


550 
ie 


Increase (+) 
or decrease 
(—) 1958 
over 1957 


—252 


— $916, 575 
—1, 449, 425 


— 2, 366, 000 


—653 


— $2, 096, 000 
+1, 631, 000 


—465, 000 








77, 123 
20, 088, 728 


$103, 538, 363 
20, 346, 637 


$102, 241, 708 
27, 158, 292 


—$1, 296, 655 
+6, 811, 655 





126, 565, 


851 





123, 885, 000 


129, 400, 000 





29, 843 


| $141, 147, 574 
25, 217, 355 | 


166, 364, 929 | 


215, 860 = 


166, 580, 789 
800, 211 
121, 000 


167, 502, 000 


$136, 322, 388 


26, 435, 612 | 


| 
162, 758, 000 


—7, 000 


162, 681, 000 


163, 027, 130 | 








| 
' 


27, 136 | 





$132, 013, 158 | 
33, 428, 842 | 


165, 442, 000 | 


165, 442, 000 


+5, 515, 000 


+6, oon 230 


“42, 684, 000 


+2, 414, 870 


without using too much imagination, a 


goo! deal of the story is told in these few tables if you will just rely 
on your memory and past experience. 
Th ese appropriation funds for the executive direction of the vet- 


erans 
eral administrative expenses ? 
Mr. Kersey. 
Mr.’ 
record. 


General operating expenses for this year are $165, 


und general administrative expense—what do you mean by gen- 


Those are the actual expenses for staff services. 
Crromas. We will put a table of what they cover presently in the 


442.000 for ad- 


ministra'ive expenses involved in administering the several direct 


benefit programs and insurance programs, 


The “General operating 


expenses” appropriation supports the following three major segments 


of the agency: 


and the Department of Veterans’ Benefits, 


organizational segments. 


The 


General administration, the Department of Insur ance, 


tables that we have 
put in the record present actual employment and cost in fiscal year 
1956 compared with estimated in fiscal years 1957 and 1958 for these 


Now, this is employment and we will go into the larger figure of the 


benefits. 
ment figure. 


That is where you run into the billions. 


This is the employ- 
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GENERAL ADMINISTRATION 


General administration: Now, put your finger on general adminis- 
tration right quick. Let us follow it right here. 

Mr. Reporter, put 5-2 through 5-6 in the record at this point. 

(The pages referred to are as follows:) 


GENERAL ADMINISTRATION, $11,574,000 
GENERAL STATEMENT 


The Veterans’ Administration is organized into three basic operating depart- 
ments established to carry out its major purposes. In addition to the three 
operating departments the Offices of the Administrator of Veterans’ Affairs, the 
Deputy Administrator, and the Administrator’s staff services are grouped under 
the title ‘General Administration.” Staff services include the following offices: 

Assistant Administrator for Appraisal and Security 
Director, Information Service 

General Counsel 

Chairman, Board of Veterans’ Appeals 

Assistant Administrator for Personnel 

Assistant Administrator for Construction 
Controller 

Assistant Administrator for Administration 

The heads of the various staff services are responsible directly to the Ad- 
ministrator for the proper performance of all functions assigned to them. 

Requirements for the above offices with the exception of the Assistant Ad- 
ministrator for Construction are set forth and justified by individual activity 
in the presentation following. The Office of the Assistant Administrator for 
Construction is included under the “Medical administration aud miscellaneous 
operating expenses” appropriation under the Department of Medicine and Sur- 
gery. Requirements of the eVterans Education Appeals Board established by 
Public Law 610, 8lst Congress, are also included with the staff programs under 
“General administration.” 

The distribution of employment and costs between “Department” and “Field” 
in this presentation as reflected in the accompanying schedules and tables is 
based upon the area served. Those employees who service the Veterans’ Ad- 
ministration in their functional area on a nationwide basis are classified as 
“departmental” whereas those employees whose service is limited in area are 
classified as “field” irrespective of where they are located. 


Costs other than personal services 


Costs other than personal services have been charged directly to the activity 
involved wherever feasible. It should be noted, however, that in some instances 
costs reflected under the Office of the “Assistant Administrator for Administra- 
tion” include costs not only for this staff office but for other central office ac tiv- 
ities as well, including costs for other stalf offices and the three ope: ‘ 
ments. Such costs involve transportation, communication services, penalty mail, 
rentals and miscellaneous contractual services where it is not fe: sible to break 
out costs to the specific activity serviced because of the adm tr 
involved. Any comparison or evaluation of the relationship of “Costs other than 
personal services” to “Total costs” as between “General administration” and 
the three operating departments should give consideration to this procedure. 


Printing and reproduction 


The cost of printing and reproduction in the Veterans’ Administration amounts 
to approximately $3.5 million annually. About one-half this cost is attributable 
to material procured from sources outside the VA, principally the Government 
Printing Office, and the balance to the cost of production in the VA operated 
printing plant and for the distribution of forms and publications. Prior to the 
fiscal year 1958 the entire cost of printing, reproduction and distribution, in the 
VA operated plant was budgeted and charged to one staff program, i. e., Assist- 
ant Administrator for Administration, under one appropriation with forms and 
publications issued to the operating departments and various using services on 
a no-cost basis. Under this procedure it was difficult to achieve effective control 
and economy in the usage of printing. 

In order to achieve more effective management control, greater economy, and 
a distribution of printing costs to using appropriations in keeping with perform- 
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ance budgeting, a cost recovery system for all printing and reproduction require- 
ments is considered essential. This places responsibility for costs at the point 
of demand, facilitates control, and reflects actual usage by each organizational 
element. The VA supply fund under which inventories can be capitalized and 
a business type operation established provides the most practical and effective 
means for achieving maximum results under such a system. The procurement 
and reproduction of all printed matter, both from sources outside the VA and 
from the VA printing plant for sale to using services is accordingly reflected as 
an a of the supply fund in the agency budget submission for the fiscal 
year 4 

Funds required by the using services to purchase printed matter from the fund 
are budgeted for as operating costs, object classification “06 Printing and repro- 
duction” by each using activity, and operating department under each separate 
appropriation on the basis of estimated requirements for the year developed 
from surveys of actual usage. Further detail and information in connection 
with the operation of this program under the supply fund are contained under 
the supply fund section of the agency budget presentation. 


Average employment by function 


Functions carried on under “General administration” fall into three main cate- 
gories, namely: (1) executive direction and staff functions; (2) operational func- 
tions; (3) supporting services. The distribution of employment for 1956, 1957, 
and 1958 is set forth in these categories by organizational elements in the fol- 
lowing table: 


Analysis of employment by function 


"7 ] 
| Actual Estimated | Estimated 
Program fiscal year | fiscal year, | fiscal year, 
1956 1957 | 9 


Departmental: 

Staff functions: 
Office of the Administrator_._. 
Office of the Deputy Administrator. 
Office of Appraisal and Security 
Information Service... 
General Counsel 
Personnel 
Controller 
Assistant Administrator for Administration-._ 


Total, staff functions... 


Operational functions: 
General Counsel, litigation activities 
General Counse}, congressional liaison 
Board of Veterans Appeals 
Veterans Education Appeals Board 
Assistant Administrator for Administration, Office Services 
Division, index- - 


Total, operational functions 


Supporting services functions 
Assistant Administrator for Administration: 
Finance-- ‘ 
Office Services (Excluding Index) 
Publications ! 
Supply and maintenance. 
Personnel_-_.. --- 


Total, supporting services functions 
Total, departmental functions 


Field: 
Staff functions: 
Information Service 
Supporting services functions: 
Assistant Administrator for Administration, publications: ! 
Eastern Publications Depot, Washington, D. C 57 | 
Midwestern Forms Depot, St. Louis, Mo-_-. aes 46 


Total, supporting services functions | 131 


Total, general administration a atic laine: whlale 1, 949 | 


1 Publications function transferred to VA supply fund, fiscal year 1958, 
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Summary of average employment and total costs 


Actual, fiscal year Estimated, fiscal Estimated, fiseal 
1956 year 1957 year 1958 


Activity | 
Aver- Aver- Aver- 
age | Total costs| age | Total costs} age | Total costs 
employ- employ- employ-| 
ment ment 


Departmental: 

Office of the Administrator $174, 750 ; 
Deputy Administrator 115, 923 124, 310 
Assistant Administrator for Appraisal 
and Security l 891, 232 1, 000, 220 
127, 604 159, 223 

912, 460 897, 420 

Board of Veterans’ Appeals 1, 887, 504 1, 933, 997 
Assistant Lamialgtesher’ for Personnel. 586, 980 692, 207 
Veterans’ Education Appeals Board... 44, 847 45, 000 
Controller 652, 612 658, 275 


7, 062, 194 7, 465, 261 
1,818 | 12, 456,106 | 1,724 | 13, 188, 913 3| 11, 366, 9% 











Field: 
Information Service 28 192, 921 | B 195, 447 28 207, 076 
Assistant Administrator for Adminis- 
tration 103 554, 091 555, 640 |_- 


131 747, 012 | 751, 087 98 | 207,076 








1,949 | 13, 203, 118 ’ 13, 940, 000 1, 601 11, 574, 000 











Mr. Tuomas (reading) : 


The Veterans’ Administration is organized into three basic operating depart- 
ments established to carry out its major purposes. In addition to the three 
operating departments, the Offices of the Administrator of Veterans’ Affairs, 
the Deputy Administrator, and the Administrator’s staff services are grouped 
under the title “General Administration.” 

As well as I remember, they are all in there except Colonel Edgar's 
crowd, and he goes with Dr. Middleton. 

They set them out: Assistant Administrator for Appraisal and Se- 
curity; Director, Information Service; General Counsel; Chairman, 
Board of Veterans’ Appeals; Assistant Administrator for Personnel; 
Assistant Administrator for Construction, with Dr. Middleton ; Con- 
troller; Assistant Administrator for Administration—is that our 
friend who came up from Roanoke ? 

We will go into a breakdown of each one of these, but it might be 
well on that table to note the personnel load for administration has 
been coming down. In 1956, 1,818; for 1957, 1,724; and for fiscal 
1958, 1,573. That is departmental, and the field adds a little to it, 
not too much, but the field and departmental shows 1,949 employees 
for 1956. That drops down to 1,853 for fiscal 1957 and 1,601 for 1958. 
That is quite a sizable drop, isn’t it? 

We will go into the breakdown of those people. You might do some 
more cutting there, I am thinking. Without any objection, let us 
take up general administration right now and then we will drop back 
to the administrative costs for the big functions. 


SUMMARY OF AVERAGE EMPLOYMENT 


You have a table here on 5-6, “Summary of average employment 
and total costs.” Under “General administration, Office of the Ad- 
ministrator,” he goes up 1 job from 24 to 25. The Deputy Admin- 
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istrator remains the same, 12. I mean by that, 12 for 1957 and 12 
for 1958; Assistant Administrator for Appraisal and Security, from 
113 to 119. What is his function, there, right quick, Mr. Lamphere? 


ASSISTANT ADMINISTRATOR FOR APPRAISAL AND SECURITY 


Mr. Lampuere. Appraisal and security—we have the three pro- 
grams: Security service, the investigation service, and internal audit. 

Mr. Tuomas. Whereabouts is that 

Mr. Lampuere. 5-11 through 5-14. 

Mr. Hietry. May I say, Mr. Chairman, that the idea in back of this 
service, Which is doing a marvelous job, is to try to put out all fires 
before they get anyplace. 

Mr. THomas. How many people do you have in the regional office, 
and how many over and above this 119 do you have in the district? 

Mr. Lampuerr. We put last year, September, 5 men out in the field; 
1in Dallas. 

Mr. Tuomas. Go ahead. 

Mr. Lampuere. We supported those with 5 secretaries, 5 stenog- 
raphers. Those men are to carry out various functions from my of- 
fice in the internal audit, investigations, and security fields in mak- 
ing surveys, but primarily our work is done out of Washington by 
internal-audit teams and our investigators that we send out. 

Mr. Tuomas. Mr. Reporter, at this point, will you put in pages 
5-11, 12, and 13? 

(The pages referred to are as follows:) 


Assistant Administrator for Appraisal and Security, $1,114,46 


| Increase 

Actual, | Estimated, | Estimated,| (+) or de- 

| fiscal year | fiseal year | fiscal year | crease (—), 
1956 1957 1958 1958 over 


- | 

| | 

Average employment: Departmental. 113 | 119 | 
eat | 

} 


Costs, departmental: 
Oe) PROT POLMISNN ws soins cnc ecccssncuicsnsemde | $750,819 | $817,250 | $867,960 | +$50,710 
02 Travel ee eas 93, 101 125, 370 | 138, 500 +13, 130 
03 Transportation of things---........- F ‘ 8, 400 3, 000 | —5, 400 
06 Printing and reproduction. -.-...............-- dda ‘ 4, 891 | +4, 891 
07 Contructual services and other- -- Kuinkeneied , 062 | 40, 000 40, 000 
08 Supplies and materials ehh ncinndoeeanen 3, 517 4, 000 | 4, 000 

Equipment asd snepecdash ed 2, 000 
Grants, subsidies, and contributions_--- +53, 913 
Refunds, awards, and indemnities ase ‘ 

Taxes and assessments..........-.- 





Total costs_...- MAS cbeamewdnkaae west diseinagiabee -+-114, 244 
| 


The Office of Appraisal and Security was established in December 1955 con- 
solidating the three services of Investigation, Security, and Internal Audit. This 
staff organization basically is designed to enable the Administrator to have an 
independent impartial appraisal of the effectiveness of agencywide policies and 
programs. The scope and activities of the Office of Appraisal and Security are 
described in the following functional statements: 

(a) This office directs and conducts investigations, surveys, inspections, and 
special studies authorized by the Administrator or Deputy Administrator of 
. Veterans’ Affairs. 

(bd) Directs and conducts the security program of the VA. 

(c) Directs and conducts the internal audits of all activities and elements of 
VA as a basis for protective and constructive service to management. 

(@) Advises and assists the Administrator on all matters involving: 
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(1) The appraisal of all activities of the VA through internal audits 
or investigations. 
(2) The operation of the security program VA-wide. 
(e) As employment policy officer for the VA, represents and acts for the 
Administrator in all matters coming within the purview of Executive Order 10590, 
(f) Submits appraisals for the use of the Administrator or Deputy Adminis. 
trator; disseminates information from these reports to the heads of the depart- 
ments and other top officials; and maintains controls to assure that corrective 
action is accomplished by the responsible officials in accordance with instructions 
of the Administrator. 
(9g) Maintains liaison and acts in cooperation with the officials of other depart- 
ments and agencies of the Government on these matters. 


01 Personal services, $867,960 


The appraisal activities of this office are complex and far reaching and cannot 
be fully judged by standardized workload factors. Staffing patterns are based 
on experience and on the volume of work brought about by the increased agency- 
wide appraisal responsibilities of this office in carrying out management audits, 
studies, surveys, investigations, and security functions. These added responsi- 
bilities stem from the decentralization of management in VA designed to increase 
effectiveness but which in turn leads to a necessary added emphasis on manage- 
ment controls and checking from a staff level in the agency. 


Average employment 


Actual fiscal | Estimated Estimated 
year 1956 fiscal vear fiseal year 





Office of Assistant Administrator. __._...- 

Investigation Service. __ cae n 
pO Ee ee 
Security Service 


The increase in average employment in this activity for the fiscal years 1957 
and 1958 over 1956 is brought about by the increased responsibilities this staff 
office has been given in appraising operations for top management in the agency. 
Five field representatives each assisted by a stenographer have been sent to five 
areas of the country to assist in implementing the appraisal functions at a field 
level. Direct control and supervision of these field representatives is retained 
in the office of the Assistant Administrator. Increased activity is also con- 
templated for fiscal year 1958 for the internal-audit program and in investiga- 
tive work. These two activities have demonstrated their value to the agency in 
bringing to light problems areas in need of correction and substantial overall 
savings to the agency have resulted from the work of each activity. 


02 Travel, employee, $138,500 


Travel needs for the fiscal year 1958 are based on anticipated requirements in 
line with the expansion of staff and the increased number of special projects and 
audits to be conducted. The scope of investigations and audits is entirely un- 
predictable and provision must be made for the possibility of large scale in- 
vestigations both in this country and abroad which are usually of such serious 
proportion and significance that they must not be hampered by the lack of travel 
funds. The following schedule reflects the distribution of travel costs for each 
of the 3 years. 


| 
| Actual, fiscal| Estimated, | Estimated, 
year 1956 | fiscal year fiscal year 
1957 1958 





ei ialintitbnail Cee aS si e 

Office of Assistant Administrator, including field representa- | 
tives...... hail teagian ns aitigiacemeans : 

Investigation Service 


a $18, 130 

$38, 325 | 43, 000 
ee eaenadtenneses 54, 432 | 63, 240 
Ey PI a EEE nc bodametance ta swine seine 344 | 1, 000 


93, 101 | 125, 370 
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03 Transportation of things, $3,000 

Estimated requirements for the cost of shipping household goods and personal 
effects of employees transferred. 
06 Printing and reproduction, $4,891 

The estimate for the fiscal year 1958 provides funds for forms, form letters, 
and other types of printing and reproduction services required in the operation 
of this program. These costs which were reflected under the Assistant Adminis- 
trator for Administration in prior years are distributed directly to the using 
program for the fiscal year 1958. 
07 Contractual services, other, $40,000 

Requirements under this object include the cost of Federal employees group 
insurance, miscellaneous administrative and operating expenses, contract repairs 
to furniture and equipment and the cost of full field investigations for security 
service estimated at $36,750 which constitutes the major item of expense under 
this heading. 
08 Supplies and materials, $4,000 

For miscellaneous operating and office supplies and including supplies and 
materials required in the operation of the identification and detection laboratory. 
09 Equipment, $2,000 

To provide for initial and replacement items of equipment required to meet 
the needs of the office including purchase of a new document copying camera to 

lace present equipment which is obsolete and worn out. 
‘ages, subsidies and contributions, $538,913 

For contributions to the civil service retirement fund as required under the 
provisions of Public Law 854, 84th Congress. 
15 Tawves and assessments, $200 

Estimated requirements for FICA taxes. 


Mr. Triomas. You go from 113 to 119% You are costing about 

oh) aA 464 for personnel costs. What do your other objects cost, too? 
. WELLS. That includes everything. 

Mr LamMpPuern. Yes, sir. 

Mr. Tuomas. You have a little travel money, $125,370 last year and 
you want to jump it to $138,500 this year. How much traveling do 
you do? 

Mr. Lamreuerr. Well, travel, of course, is our lifeblood in the work 
of our internal audit teams and our investigators. 

Mr. Tuomas. What part of your workload is in the District of Co- 
lumbia and what part in the field? If you have 5 people in the field, 
is this 5 included in your 119? 

Mr, Lawrurrr. The five men we put out in the field; yes, sir. 

Mr. Tuomas. In reading over your justifications—I read practically 
every word of it—lI got the definite i impression that about nine-tenths 
of your work wasr ight here in the District of Columbia. 

Mr. Lawrurrr. No. 

Mr. Tuomas. W hy five in the field and the rest here? 

Mr. Lampuerr. The men travel from Washington out into the field, 
internal audit teams and investigators travel to the field to do their 
work. 

Mr. Tuomas. What part of your workload is done here in carry- 
ing out your systems and so forth? 

Mr. Lampuere. All of our security work is done here. 

Mr. THomas. How much do you have in here for your security 
work ? 

Mr. Lamruerr. There is no increase for security. Security stays 
the same. 
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Mr. Tuomas. What was it, $40,000, for contractual services? 

Mr. Lampnere. That is the money. 

Mr. Tuomas. You pay this to the Civil Service Commission ? 

Mr. Lampuere. $36,000 of it goes to the Civil Service Commission, 

Mr. THomas. Purely a transfer ? They do your work? How many 
security checks did they make for you last year and how many do they 
contemplate making for this year? 

Mr.  Sheeeanee About 160 investigations a year. 

Mr. Tuomas. They do the investigating for the entire turnover in 
the Veterans’ Administration ? 

Mr. Lamruere. Only on full field investigations, on security work. 
This is strictly security. The investigations carried out for wrong- 
doing or improprieties or unethical conduct within the VA are car- 
ried out from an administrative investigative standpoint by our own 
staff. 

Mr. Tuomas. What about new employment? Who does that in- 
vestigative work ? 

Mr. Lampuere. New employment, if it involves a sensitive position, 
so-called sensitive position, it is done by the Civil Service Commission 
but a main check of the FBI files, Civil Service and other agency files 
is done automatically, governmentwide, with no charge to the Vegi 
ans’ Administration. 

Mr. Tuomas. There is a revolving fund set up in the Civil Service 
Commission and you make contr ibution to it. T hey bill vou for it. 

Mr. Lampnere. They bill us for approximately $250 for each full 
field investigation that they conduct for us. 

Mr. Tuomas. They don’t do that, the FBI does it. 

Mr. Lampuere. The FBI does the investigations when subversive 
data is turned up. 

Mr. Tuomas. The routine check, the Civil Service Commission does 
it. There are three sources of investigation. What do you do? 

Mr. Lampuere. What do we do? 

Mr. Txoomas. Yes. $36,000 goes to the civil service revolving fund. 

Mr. Lamrpuere. In our secur ity work we are primarily adjudicating 
the results of information pr ovided to us by the Civil Service, FBI, 
or anyone else concerning our employees. 

Mr. Tuomas. You have a breakdown of your personnel. This year 
you had 39 people doing your inves tigative service. You want 40. 
That is work done inside \ your own organization, over and above what- 
ever the FBI may do, over and above whatever the Civil Service Com- 
mission may do, so what is the nature of the activity of those 40 
people? That is one reason that I wrote that word down in my notes. 
I wondered what in the world 40 people are going to do in the way 
of security ee service. 

Mr. Lampnere. They don’t handle, Mr. Thomas, any security work. 
The investigative service handles no security work. These men are 
engaged in handling investigations. 

Mr. Tuomas. Of what nature? 

Mr. Lamenere. If an allegation came up that there was collusion 
between somebody in a regional office, loan guaranty matter and a 
builder, we would send a man out to conduct. an administrative in- 
vestigation to determine whether the allegations made were true or 


not. 
Mr. Hicetry. I think, as I say, they have done a wonderful job. 





Mr. Tuomas. Where are your green sheets on this activity? I 
want to see what caliber people you have. 
What about your internal audit program? What do you do with 
44 people on that? 
INTERNAL AUDIT SERVICE 


Mr. Lampuerr. As you may recall, that program was set up more 
or less at the direction of Congress. We are doing in that program 
somewhat similar to the work you were talking about that GAO does. 
We go out and do management audits of regional offices, hospitals, we 
make audits, management type audits in central office of various 
programs. We do functional studies. 

Generally, we are checking to see for the Administrator that the 
Veterans’ Administration is operating efficiently and within the rules 
and regulations promulgated. 

Mr. THomas. Aren’t you duplicating the work of the General Ac- 
counting Office in that regard ? 

Mr. Lampuere. I do not think so, sir. We get to a greater extent 
into the various VA programs than does the General Accounting 
Office. They do carry out certain studies which are somewhat similar 
to our studies, but by and large, we are doing a great deal more work. 

Mr. THomas. What have you uncovered that is out of line in your 
activities in the last 12 months? You are going to have to justify your 
existence to some extent. I can understand having 35 or 40 people 
going out and running down a bunch of scandal or putting out some 
fire and keeping some lies from getting spread around. But this is 
your audit which deals with expenditures of funds. What are you 
turning over to justify an expenditure of about—at least you have 
some highpowered personnel here—of half a million dollars. You 
have 20 grade 13’s, you have 26 grade 12’s, 9 grade 11’s in your organ- 
ization for 1956. 

This is one spot where you can’t have untrained, unskilled help, 
which is a liability rather than an asset. You have to have topflight 
people here. The more you pay them, the better people you are going 
to get. What have you turned up with these 44 people, your audit 
people ? 

Mr. Lampuere. We have audited 20 hospitals, 7 reg 
domiciliaries, 1 area DVB office and 1 area medical office. 

Mr. Tuomas. This year? 

Mr. Lampuere. Yes, sir. We have also audited at central office, 
the Department of Medicine and Surgery and the Department of 
Insurance. We have also carried out a number of special projects 
and functional studies, such as the study of the VR and E program 
and a messenger study. 

Mr. Tuomas. In VRand E; what is that? 

Mr. Lamruere. Vocational rehabilitation and education. We have 
made some studies on the supply program in the Veterans’ Admin- 
istration, and a number of other similar studies. 

Mr. Tuomas. What does it all add up to? 

Mr. Lamrnere. In all, well, to lump it in, I would say that we 
have made approximately $7.5 million savings to the Veterans’ Ad- 
ministration in 3 years’ work. During this last year it would run 
about half a million dollars. 

Mr. Tuomas. How? 


ional offices, 2 
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Mr. Lampuere. By making recommendations which were acted upon 
by the departments and other staff offices for reducti ions, primarily in 
personnel. 

Mr. Tuomas. Give us 1 or 2 good examples, something we can put 
our teeth in, if you don’t mind. We save your time and ours, too, if 
you get right down on the barrelhead. 

Mr. Hicuey. One was mentioned in here, the internal audit report 
on the supply. While the word “audit” is used here, the law that set 
up internal audit very definitely states that it covers a very wide 
sphere. It covers the programs and the operations of all the offices, 
and the word “audit” does not necessarily refer to money. It refers 
to our whole operation and the way we are carrying on under the 
various laws, how well we are doing our work. I think they have 
made a tremendous contribution all along the line, and enabled us to 
make a lot of improvements. 

Mr. Tomas. That is what we are trying to find out. 

Mr. Lampuere. I can give you specific examples. We did an andit 
of the veterans’ benefit office. I think it was about 21% years ago, 
which resulted in a reduction of approximately 350 employees in that 
office. 

Now, I don’t mean that it is on our work alone. It is the work after 
ve have made our recommendations with the department in agreeing 
that those reductions can be made, but it is the survey which high- 
lights the areas where savings can be made. 

Mr. Tuomas. Thank you, sir. That is very nice. 


BOARD OF VETERANS’ APPEALS 


What about the Appeals Board? I marvel ut 
they turn out over there. Off the record. 

( Discussion off the record. ) 

Mr. Tuomas. What about the Board of Veterans’ Appeals 
of the judges here ? 

Mr. Keusry. No, sir. 

Mr. Tuomas. Is my partner sick some place ? 

Mr, Kkevsey. He is on a voyage some place in the Caribbean now. 

Mr. Tuomas. I would like to go along with him. 

Mr. Krusry. We believe, sir, that this request of 3 additional peo- 
ple over the estimated number of 280 for the current year is justifiable. 

Mr. Tuomas. What is his workload; any diminution to it? 

Mr. Ketsry. The backlog is going down. 

Mr. Tuomas. I can’t believe it—not from my mail. 

Mr. Keusry. It is, actually. 

Mr. Tuomas. What page is it on? 

Mr. Keusry. 5-24, 25, 26, 27, 28. Some workload information is 
show on page 5-26. 

Mr. Tuomas, It is estimated there will be 42,000 cases in re acne 
for appellate review in fiscal 1957 and 42,500 such cases in fiscal 19 
Of importance in arriving at these estimates is the effect on the eee: 
program, and so forth. It says: 
inasmuch as adequate personnel in needed categories, including medical spec- 
ialists, was not available to the Board during fiscal year 1956, extraordinary 
measures were resorted to in order to meet the Board’s workload. 
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This is the first time we have heard that you didn’t get enough 
medical people. What was the trouble? 

Mr. Hietry. Hard to get the men, hard to get the doctors. 

Mr. THomas (reading) : 

With the aid of extraordinary measures which included the use of short 


decisions in certain types of cases, the Board disposed of 44,250 appeal cases, 
with an average employment of 282.9 people during fiscal year. 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


What about the Assistant Administrator for the Administration / 
Way back yonder in 1956 he had 1,076 employees and in 1957 he had 
964. ‘This year he drops down to 789. What is that, on page 5-39? 

Mr. Kesey. Yes, sir. Do you mean why the decrease there 4 

Mr. Tuomas. How did that come about ? 

Mr. Moorxz. I reported Monday to this job. 

Mr. 'THomas. Mr. Moore, we are delighted to have you here and you 
just sit down and you put some of these other fellows to work. 

Mr. Moorr. I am well fortified with Mr. Harper. 

Mr. THomas. We will swap ideas with you later on, 

Mr. Moore. Next year. 

Mr. ‘Tuomas. We are delighted to have you and good luck in your 
undertaking. What about it, Mr. Harper? 

Mr. Harper. The big portion of that is due to the contemplated 
switch of the Publications Division to the supply fund. We have, 
beginning July 1, contemplated this cost recovery program and the 
payment of the salaries of 256 of these employees from the supply 
fund. Thatisthebigdrop. It is accounted for there. 

However, as the table shows, there is a substantial reduction which 
is due just to some slight decrease in workload, but primarily due to 
increased efliciency. 

Mr. Tuomas. What is the figure? 964 for 1957 includes your field 
as well as your department ? 

Mr. Harper. 1,065 including 101 in the field. Compare that with 
the estimated 1958 employment of 789. 

Mr. ‘THomas. 789 is the total departmental and field for 19584 
What was the 1957—1,065; wasn’t it ? 

Mr. We tts. That is the total staff, sir. 

Mr. Harper. It is on page 5-39, at the top of the page. 

The average employment for 1956 was 1,179; estimated 1957, 1,065 
and for 1958, 789. 

Mr. Tuomas. What are you transferring out ? 

Mr. Harper. 256 is the total we are transferring to the supply fund 
of which 101 are field employees and 155 are department: ul. 

Mr. Tuomas. You have a decrease of 175 and you are taking care of 
155 in one swell swoop through transfer. What about the others? 

Mr. Harrer. Others are accounted for by reductions in Office Serv- 
ices Division to a total of 20. 

Mr. Tuomas (reading) : 

The Assistant Administrator for Administration formulates and recommends 
to the Administrator general policies and plans of VA-wide application pertain- 
ing to: purchasing and supply ; administration and office operatiuuns. 

Is that correct? What do you mean by “administration and office 
operations” ? 
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Mr. Harper. We mean by that it embraces telecommunications, tab- 
ulating, electronic studies, general administration involving the han- 
dling of mail, correspondence—— 

Mr. Tomas. The Office Services Division, that is your big one? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. Housekeeping? You show a decrease of 20 there? 

Mr. Harper. That is right. 

Mr. Tuomas. Go ahead. 

Mr. Harper. We show a decrease in the Finance Division of two, 

Mr. Tuomas. What about your Publications Division—you trans- 
ferred that plumb out of your jurisdiction; didn’t you? 

Mr. Harper. That is right. 

Mr. Tuomas. That is 258? 

Mr. Harper. That is right. The only increase is the four in the 
office methods service. 

Mr. Tuomas. Take your decreases and subtract them from last year 
and see what you have. 

Mr. Ketsry. Mr. Chairman, if you eliminate the 258 as not being 
a saving because it was shifted some place else 

Mr. 'THomas. How else can you do it? 

Mr. Ketsery. I don’t think you can, but once you say that you are 
doing that, then you compare 789 to a total of 807 and you come up 
with a saving of 18 people between 1957 and 1958. 

Mr. Srone. That is right. 

Mr. Tuomas. What is that now? 

Mr. Ketsry. You compare 789 with the 807 that were in this oper- 
ation. 

Mr. Tuomas. No; you take it from your 1,065 that were in your shop 
last year and which you transferred out of your shop. 

Mr. Kexsey. If you transfer 258 out, you then have 807 that you 
account for. 

Mr. Tuomas. How do you get your 807? 

Mr. Kesey. By subtracting 258 from 1,065, then you have a base 
figure of 807 and you subtract 789 which is estimated for this year and 
you come up with a saving of 18 people. 

Mr. Tuomas. What about the records center ? 

Mr. Harper. That doesn’t enter in at all. The records center is 
closed out, transferred to GSA. 

Mr. Tuomas. Did you quit paying that bill over in Ohio, $4 a month 
per square foot ? 

Mr. Harrer. We didn’t transfer it all, however. We disposed of 
about half of it. 

Mr. Toomas. What are you going to do with the other half? 

Mr. Harper. That was taken over by GSA. 

Mr. Tuomas. Are you keeping half of it? 

Mr. Harper. It was disposed of as inactive records. 

Mr. Tuomas. You got rid of the activity? I thought you said you 
were keeping half of it. 

Mr. Harrer. Well—— 


OFFICE SERVICES DIVISION 


Mr. Tuomas. How do you break down this figure of 567 for the 
Office Services Division? Is that on page 5-45? 
Mr. Harper. Yes, sir. 
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Mr. Tuomas. Do you account for that section in the New York 
office under here or where ¢ 

Mr. Stone. In the departments. 

Mr. Harrer. We have no general section in New York. 

Mr. Tuomas. What is your St. Louis Liaison Office ? 

Mr. Harper. That is a group of four people that help with cases 
which involve disputed records from the Department of Defense Rec- 
ords Center out there. 

Mr. Tuomas. What is the Munitions Mail Section, 58 people? 

Mr. Harper. That is the mail operation in the Munitions Build- 
ing for all the central office and other elements in that building. 

Mr. Tuomas. Index Section, 212; what is that? 

Mr. Harper. That is a master index of all claims of all veterans of 
all wars, for identification of claims, and it also includes the claims 
folder master locator file. 

Mr. THomas. What information do you have on each one of those 
individual cards about this individual veteran ¢ 

Mr. Harper. It is just a small 3-by-5 card. It has the name, date 
of birth, rank, serial number, the various kinds of claims, C numbers, 
or insurance numbers of various kinds; any number that has been 
assigned for purposes of running down an individual. 

Mr. Tuomas. Then you have to go to other divisions to get the 
detailed information but you can put your finger on, have the C num- 
ber of the claim number on anything you want ¢ 

Mr. Harper. That is right. 

Mr. Tuomas. It costs money to keep that going ? 

Mr. Harper. 30 million cards in that file. We hope to have it 
mechanized some day. 

Mr. Tuomas. Let us come back at 1 o’clock. I hope you will bear 
with us this afternoon. We may have to be jumping up and running 
out of here to do a little voting. We will try to get along with this 


as fast as we can. 
AFTERNOON SESSION 


Mr. Tomas. Gentlemen, we will come to order, please. 


UNOBLIGATED BALANCES 


Mr. Administrator, what are your unobligated balances for the fiscal 
year 1957, if any, and in what departments are they ? 

Mr. Baxer. Mr. Chairman, you mean for the administrative appro- 
priations ? 

Mr. Tuomas. If any, whereabouts are they ¢ 

Mr. Baker. In general operating expense we expect a balance as of 
June 30, 1957, of about $346,000. 

Mr. Tuomas. Unobligated balance to the end of 1957 of $346,000? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Which category is that now ? 

Mr. Baker. General operating expense appropriation. 

Mr. Tuomas. What are the others now ? 

Mr. Baker. We will have an unobligated balance of about $18,743.- 
000 in compensation and pensions and around $3,725,000 in the read- 
justment benefits. 

Mr. Tuomas. $3,725,000 in readjustment benefits. 


88278—57—pt. 1_—12 
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All right, go ahead. 

Mr. Baker. $313,000 in military and naval insurance. And about 
$5,869,000 in national service life insurance. 

Mr. Tuomas. A total of how much ? 

Mr. Baxer. Then we have also a little over $5 million in service- 
men’s indemnity. 

Mr. Tuomas. What about your medical program ? 

Mr. Baker. We estimate no balances at the end of the year in the 
medical program. In fact, in the supplemental that will be coming 
up soon we will ask for a little more. 

Mr. Tuomas. What is the sum total ? 

Mr. Baxer. There are a couple other items I have to give you, 
Mr. Chairman. About $110 million estimated unobligated balance 
in hospital facilities. Construction money that is not yet under 
contract. 

Mr. Tuomas. You mean that is not obligated yet ? 

Mr. Baker. We expect it will not be obligated by June 30. 

Mr. Tuomas. Yes, but it is in the mill, so to speak. 

Mr. Baker. It is in some state of preparation. 

Mr. Tuomas. But outside of the construction funds? 

Mr. Baxer. We have a total outside of construction funds of rough- 
ly $34 million. 

Mr. Tuomas. That is exclusive of about $110 million that is in the 
works for construction and perhaps will not be obligated for another 
6 or 7 months, but shortly after the beginning of the new fiscal year 
it will be obligated ? 

Mr. Baker. When the work is put under contract. 

Mr. Tuomas. What per diem do you have on travel ? 

Mr. Keusey. Mr. Chairman, generally $12 per day, but there are 
some individual locations where, depending upon circumstances, lesser 
amounts are authorized. 

Mr. Tuomas. Well, throughout Government the travel items are in- 
creasing year by year and along with their increasing goes increase 
in general communications, too. So I do not know what the answer 
to it is. 

GENERAL COUNSEL 


Let us look at the General Counsel’s operation. How are you doing 
Judge Birdsall? 

Mr. Brrvsaty. Mr. Chairman, under the merger mentioned in the 
first paragraph 

Mr. Tuomas. Excuse me, at this point in the record, will you in- 
sert pages 5-19 and 5-20. 
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(The pages referred to are as follows :) 


General Counsel, $964,425 





| Estimated, Estimated, | Increase (+) 
| Actual, fiseal| fiseal year | fiscal year or de- 
year 1956 | 1957 1958 crease (—), 
i 













| | 1958 over 1957 
= S bi . | 

es es a 
| 


Average employment: Departmental 124 | 118 118 i 





Costs: Departmental: 









01 Personal] services_--_-.--. : $839, 147 $819, 300 | $822, 451 | +-$3, 151 

02 Travel, employee 4 3, 537 8, 000 8, 000 

06 Printing and reproduction -- $ | : 13, 069 +-13, 069 

07 Contractual services—other 2, 663 3, 420 3, 420 “- 

08 Supplies and materials. 6, 052 6, 700 | 6, 700 a 

11 Grants, subsidies, and contributions ‘ | | 50, 785 +-50, 785 

13 Refunds, awards, and indemnities 60, 999 | 60, 000 60, 000 

15 Taxes and assessments... --- | 62 | ob 
Total costs bateacnnanne 912, 460 | 897, 420 964, 425 67, 005 






The Office of the General Counsel and the Office of the Assistant Administrator 
for Legislation were consolidated under the General Counsel on April 30, 1956. 
The Office of the General Counsel as presently constituted includes the immediate 
Office of the General Counsel; Office of the Executive Assistant; Office of the 
Associate General Counsel for Legal Services and the Office of the Associate 
General Counsel for Legislative Services. The scope and activities of the Office 
of the General Counsel as now consolidated are summarized in the following 
functional statements : 

(a) As the chief law officer of the VA, the General Counsel is responsible to 
the Administrator for the interpretation of all laws administered by or pertain- 
ing to the VA, and for establishing precedents thereon through Administrator’s 
decisions, binding upon all officers and employees of the VA and upon all claim 
ants and other persons concerned. 

(b) Renders legal advice (formal and informal) and other legal services upon 
request to all department heads and top staff officers. Is the attorney for the 
Administrator in all civil actions in State courts and in independent actions in 
the Federal courts, and represents the Administrator in all actions in the Fed- 
eral courts in cooperation with the Department of Justice, and keeps all inter- 
ested VA officials informed. Makes final disposition of tort claims within the 
limitations of the Federal Tort Claims Act, and renders cooperative assistance 
to the Department of Justice on all actions arising therefrom involving the VA 
or any official thereof. 

(c) Cooperates informally with all department heads and top staff officers 
in the formulation of governing regulations and amendments thereto and reviews 
for legal correctness and all such regulations or directives. 

(d) Serves as the point of contact with all governmental offices on legal and 
legislative matters, including, in addition to the Department of Justice, the 
Office of the Comptroller General, and the Judge Advocate General of the Armed 
Forces. Reports to the Department of Justice all matters arising in the VA 
involving probable violation of Federal penal statutes and cooperates with the 
Department of Justice as requested in the disposition thereof. 

(e) Is legal officer in security proceedings. (See VA Regulation 705 (C) (2).) 

(f) Supervises and coordinates ali matters pertaining to proposed legislation, 
Executive o.ders, and proclamations affecting the VA, including the preparation 
of proposed legislation, Executive orders, and proclamations, and the prepara- 
tioa of all reports concerning such matters to committees of Congress, the Presi- 
dent, the Bureau of the Budget, and other executive agencies. 

(g) Develups and coordinates VA policy pertaining to proposed legislation, 
Executive orders, and proclamations; and records such policy upon approval by 
the Administrator. 

(h) Serves as a member of the Administrator’s policy committee. 

(i) Represents the Administrator in congressional committee and other hear- 
ings and in interdepartmental conferences on legislative matters. 

(j) Receives and, as directed by the Administrator, disposes of all requests 
from congressional committees and subcommittees (other than Appropriations) 
or their staffs, except oral requests for purely routine administrative data, 
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and clears all letters and other communications to such committees initiated jin 
the VA. 


(k) Collaborates and coordinates with the Controller legislative language jp 
drafts of appropriation bills, amendments thereto, and related communications, 

(1) Receives and, as directed by the Administrator, disposes of all requests 
on the VA for preparation of drafs of bills or comment, formally or informally, 
on proposed legislation or to furnish information concerning pending legislation. 

(m) Arranges for attendance of VA personnel as witnesses or observers at 
meetings of congressional committees (other than Appropriations). Receive 
and disposes of all requests for detail or assignment of personnel to work with 
congressional committees or their staffs. 

Mr. THomas. I notice $912,460 in 1956 ; $897,420 for 1957; $964,495 
in 1958, with the same number of employees for 1957 and 1958; namely, 
118. You are charged with an item you were not charged with last 
year, “Printing and reproduction,” $13,069. You have taken care of 
your contribution to the civil-service fund. 

That gives you an increase of about $67,005. What about your 
workload, Judge? 

Mr. Birpsatu. The workload is, I would say, about the same, will 
be the same we feel for 1958 as it now is. 

The load is a stabilized load at the present time. It increased a 
little bit because of the War Orphans Assistance Act and Survivors 
Benefits Act increasing, of course, the questions that arise in connec- 
tion with that. 

Mr. THomas. What about your field activities ? 

Mr. Brrpsati. We have only the matters of litigation and review 
of legal opinions, Mr. Chairman. 

Mr. THomas. How many lawyers do you have in the regional offices? 

Mr. Stone. About 650. 

Mr. THomas. What is your printing item, $13,069? 

To provide for printing and reproduction including Administrator’s decisions, 
pamphlets, résumés, releases, and documents pertaining to veterans legislation 
as required. 

What is your unexpended balance for January 1 in that item, sir! 

Mr. Baker. You mean in printing? 

Mr. Tuomas. Yes, printing and reproduction. 

Mr. Baker. We don’t have it as an unexpended balance. We esti- 
mated our total cost for the year in the agency of about. $3,400,000 for 
the year and I assume that as of December 31 we will have spent 
approximately half of that total. 

Mr. Tuomas. What did you expend last year? 

Mr. Baxer. Very close to the same amount. 

Mr. Tuomas. What did you actually spend? Under this system here 
it doesn’t show. What did you spend last year ? 

Mr. Baker. $3,396,518 for the entire agency. 

Mr. Tuomas. I am talking about the chief counsel’s office. 

Mr. Baker. We don’t have that because it was all charged to the 
office of Assistant Administrator for Administration last year. That 
is why we propose to break it down so that we can find out what it 

cost each of the services. 

Mr. Monx. We don’t have it broken out. It was all charged to the 
office of Assistant Administrator for Administration. 

Mr. Tuomas. What does all this language mean: 


To provide for requirements for printing and reproduction, including Admin- 
istrator’s decisions. 
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What decisions are printed now? What do you mean by pamphlets, 
résumés, releases, documents pertaining to veterans legislation / 

Mr. Bievsann. We publish these administrative decisions because 
they are the precedent-forming interpretations approved by the Ad- 
ministrator. 

Mr. Tuomas. Our friend over here doing the house-keeping work 
is doing the same thing, is he not ? 

Mr. Brrposauu. No, sir. 

With reference to pamphlets, that has to do with a procedure which 
had been established over a period of years whereby we maintain and 
prepare and send over to the Committee on V eterans’ Affairs 

Mr. THomas. How much did you spend last year? You did not 
spend over six or seven thousand dollars for that, did you? 

Mr. Brrosati. We join the Committee requisition for that. 

Mr. Tuomas. Did you ever add up those requisitions to see how much 
they were? 

Mr. Brrosace. It was not made a part of our requirement until this 
~ al year 1958, but we do feel that we have been very fortunate in the 

rrangements we have there because it would cost us at least twice as 
much otherwise. 

The résumés also are for the use of committees of Congress in con- 
nection with their consideration of proposed legislation. 


TORT CLAIMS 


Mr. Tromas. What about the payment of these tort claims; how 
much do you have? You want $60,000 to provide for estimated re- 
quirements under indemnities here, requirements for tort claims for 


the year 1958. 

It is estimated the sum of $60,000 will be required. How much did 
you pay last year? 

Mr. Baker. $60,999. 

Mr. Tromas. You have it set here for 3 years. One year it is 
$60.999. 

Mr. Brrpsatyu. That comes under the Tort Claims Act of 1946, as 
amended, whereby claims of a thousand dollars or less will be set- 
tled. 

Mr. Tuomas. You cannot have all these claims running that same 
figure every year. What do you have filed with you today ? 

Mr. Birpsans. That also includes the factor that it is a question 
of the number of suits that are filed. 

Tuomas. Judge, I know that. 

Mr. Brrosatn. A thousand dollars or under the VA settles. 

Mr. Toomas. That is true throughout the Government. 

Mr. Birvsaty. On negligent acts or omissions. 

Mr. THomas. How much do you have pending now? You do not bet 
anybody in the field dispose of these things in the regional offices? 

Mr. Birosat. If the regional office disallows the claim the c laimants 
have 30 days in which to appeal to the central office. We don’t bother 
with unappealed disallowances. 

Mr. Tuomas. Suppose the regional office does the allowing, who 
does the paying ? 
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Mr. Birpsaty. They do no allowing. They are authorized to de- 
termine in the first instance where a claim is inconsistent with the law, 

There is an appeal from that decision in the field as to any cases, 
Other than that they come into the central office for final disposi- 
tion in my office. The authority is delegated to the Associate General 
Counsel for Legal Services and the General Counsel. 

Mr. Tuomas. What is the nature of these claims? How do they 
arise ? ‘ 

Mr. Brrosati. Many of them are automobile accidents. They arise 
in connection with accidents on a station, by slipping on the floor, 
for example. 

Mr. Tomas. I assume that you do not have any list of any claims 
pending now before you? 

Mr. Brrosati. As of December 1956, pending on the end of the 
month, civil litigation was 2,201; criminal prosecution, 1,209, and 
administrative torts, 28. That load is very current. 

Mr. Tuomas. You are not going to pay out any money here for 
criminal prosecution ; are you / 

Mr. Brrosatu. No, sir; we do prepare briefs for the Attorney Gen- 
eral’s office. They look to us for the facts. 

The tort claims, 27 were pending in November. We received 9, 
During the month disposed of 8 and pending at the end of the 
month, 28. 

Mr. Tuomas. The eight you disposed of were all a thousand dollars 
or less ? 

Mr. Brrpsatu. Yes, sir. 

Mr. Tuomas. Did you actually pay out $60,000 last year. 

Mr. Brrpsatu. That was our expenditure. 


GENERAL ADMINISTRATION COSTS BY OBJECT 


Mr. Tuomas. Mr. Reporter, will you put page 5-7 in the record at 
this point. 

This is a table here dealing with other objects as well as the per- 
sonnel cost. 





IS] 


(The material referred to is as follows :) 
GENERAL ADMINISTRATION 


Summary of requirements by object 


Actual fiscal Estimated | "stimated Increase (+ 
Object of expenditure vear 1956 fiscal year | ( “a or decrease 
1957 195s 1958 over 
1 157 
TT cate encores 


l, 1, 853 
$10, 129 $9, 980, 025 


Travel, employee . --._..--- 


Transportation of things-_.-.-- ; ‘ : re} 2 153. 900 


{ OOO 
Shipment of household goods--- : , ORS 900 
Parcel post reimbursements__ 21, 23, 000 

Communication services. . 495, 15% 514, 41: 523, 463 


° < be 4¢ 2% 
Penalty mail 121, 000 


Rents and utilities...............- 


Rentals, equipment... 
Utility services__..- 


Printing and reproduction 
Other contractual services 


Other seve habla 25 ad 
Repairs to furniture and equipment 


Supplies and materials 
Books for legal libraries 
Newspapers and periodicals 
Equipment 
Passenger vehicles ees. 
Furniture and fixtures_ _. 
Automotive nonpassenger 
Grants, subsidies and contributions 
Refunds, awards, and indemnities : 65, 107 


Tort claims hae 60, 999 
Other . 4,108 
Taxes and assessments__.-.....- sale i ac 2, 355 , 64 » 042 600 


Total sven Oks 3, 203, 118 1, 574, 000 2, 366, 000 
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Mr. Tuomas. The personnel cost shows a reduction of $916,575 for 
total of $9,063,450 in 1958 against $9,980,025 last year. 


TRAVEL EXPENSE 


Here is this travel item again. It is up $98,878. It jumped from 
$143,671 in 1956 to $198,464 in 1957. 

This is a summary of all your travel under general administrative 
expense. 

In other words, it is increased 105 percent in 2 years. During that 
time you have had two raises in rail transportation cost. Both of them 
were around 5 percent, maybe 1 was 6 percent. 

Mr. Monk. We had a statutory increase in travel limitation. 

Mr. Tuomas. That was reflected last year and from last year against 
this year you still show a $100,000 increase. 

It might lead someone to say when they up the per diem the boys 
liked it better and they did more traveling. They stayed at home when 
they lost money. 

Mr. Keusry. Mr. Chairman, I don’t believe that we have paid the 
$12 rate generally throughout the whole of 1957 fiscal year. 

Mr. Monk. No, we did not pay it. 

Mr. Tuomas. How did you operate? 

Mr. Monn. We paid a lesser rate. We limited all of our operations 
up until March 1 of 1956 to a mileage rate of 8 cents a mile and a 
per diem rate of ten and a half dollars a day, whereas the law per- 
mitted as a maximum 

Mr. Tuomas. Are you going to have an unobligated and unexpended 
balance for travel in 1957 ? 

The way Brother Monk is talking I think you will have about 
$50,000 left. 

Mr. Baker. I doubt if we will have any large balance left. 

Mr. Tuomas. How much balance will you have? 

Mr. Baker. We have estimated none. I would say it would be 
within the range of ten or fifteen thousand dollars. 

Mr. Kersey. Mr. Chairman, in cases of this kind, particularly with 
respect to travel, there are many items of very essential travel which 
are deferred because of the question as to whether funds will actually 
be available. It is not that we would propose to just spend the 
amount of money we have left, but there are certain essential confer- 
ences and travel to the field which may be done toward the latter part 
of the year when we can be assured that funds are available. How- 
ever we might be short in the overall on the amount of travel money 
needed. 

Mr. Tuomas. You would do well to leave that tailend spending off 
because it does not strengthen the matter any. 


ASSISTANT ADMINISTRATOR FOR PERSONNEL 


Mr. Monk. There are $85,000 in here for travel under the Assistant 
Administrator for Personnel, for the management-development pro- 
gram which is not reflected in fiscal year 19: 56 or 1957, which makes 
the majority of that $98,000 increase in fiscal year 1958. 

Mr. Tuomas. What is that now? 
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Mr. Monk. On page 5-29, the Assistant Administrator for Person- 
nel, there is an item in here for $85,000 under employee travel for fiscal 
year 1958, for the management and development program, w hich is 
entirely a new program ‘for which there is no expense in fiscal year 
1956 or fiscal year 1957. That $85,000 makes up the bulk of that 
$98,000 increase. 

Mr. Tuomas. How essential is that ? 

Mr. Hietry. That is discussed on 5-32 and 5-33. 


MANAGEMENT DEVELOPMENT PROGRAM 


Mr. Tuomas (reading) : 


The management development program is a comprehensive program designed 
to meet the peculiar needs of the VA. It is a total integrated program consisting 
of several steps. Each step serves as a foundation for the following step. These 
steps are as follows: 

(a) Analysis of all top-level positions to determine the exact requisites of each 
position. 


That means they did not know what they were going to do when 
they created the job. | Reading: | 


(b) Review and, where necessary, modification of qualification standards so 
that they will be appropriate ‘“yardsticks” against which personnel may be ap- 
praised. 

(c) Appraisal of personnel on an agencywide basis to determine available 
manpower for potential vacancies. 

(d) Determination of appropriate action to be taken * * * i. e., training and 
development or recruitment, for projected vacancies for which qualified person- 
nel would not otherwise be available. 

(e) Initiation of training and development activities to meet known needs. 

(f) Selection of personnel on a systematic basis for vacancies as they occur 
from among qualified employees identified through appraisal, from among ein- 
ployees trained through the development program or, if necessary, from qualified 
candidates recruited from outside the agency. 


The overall discussion is on 5-32, which explains why the manage- 
ment and development program is so very vital to the Veterans’ Ad- 
ministration. It is something which we didn’t have. [Reading :] 


The need for qualified executive personnel in the VA is rapidly becoming 
acute. Recent studies indicate that within the next few years the VA faces a 
possible loss of 49 percent of its top executive group in central office through 
retirement alone. In the field stations the situation is similar. Approximately 
48 percent of the field stations managers are age 60 or over. 

Every one of them has an assistant manager there. You have di- 
visions not only in your agency but in every agency of Government. 

You have a division, and you have a chie f, and an assistant. 

Mr. Monk. Many of them are in the same age classification. 

Mr. Tuomas. Schools are good for specific things. What is the 
limitation on these training programs. 

Mr. Hierry. This is not so much training as it is to develop a pro- 
gram nationwide that will locate where all these men are, bring them 
up and have a system which everybody will understand so that as these 
vacancies occur we can automatically bring forward those people who 
are qualified. 

Mr. Tuomas. Mr. Higley, you and I have been around here a long 
time. Where these top managerial jobs are concerned they would not 
consult you too much. The headquarters over here will supply a good 
many of them. That is true of Republicans and Democrats alike. 
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They will consult agency heads to some extent, but if the agency 
head does not like what they are screaming to him for, why, they will 
help him out. 

How are you going to handle the situation? What are you going 
to do about it? 

Mr. Hictey. You mean in this management development program} 

Mr. Tuomas. Yes. 

Mr, Hietxy. Would you like to have us bring up the man who js 
working on this, devoting his full time ? 

Mr. ‘Tuomas. Yes. Is he here? 

Mr. Hietry. Mr. Powers. 

Mr. Powers. Mr. Chairman, as set forth here this management de- 
velopment program 

Mr. Tuomas. Ican read that. You just talk about it. 

Mr. Powers. Well, it is designed to identify the capable people 
throughout the agency; also provide a management development pro- 
gram 

Mr. THomas. You mean to tell me with all this crowd, all this organ- 
ization, you do not know who your good people are and who are not? 

Mr. Powers. No, sir. 

Mr. Tuomas. If you had a manager here he could tell you at the 
drop of the hat who his good people are, the mediocre ones and poor 
ones. 

Mr. Hictey. This is a nationwide system to find the right man. 

Mr. THomas. You can do that by mail. 

Mr. Hierry. No it has not been done. That is one of the frailties of 
the whole system. 

Mr. Tuomas. What are you going to do about it when you find 
out who they are? 

Mr. Hietry. When any job becomes vacant, we have a list of 10 
people at the top who have a right to be considered for that job all 
over the system. 

Mr. Tuomas. You can get that information by letter in less than 
5 days. 

Mr. Hictry. No, you cannot. I am sorry to disagree with you. 
This is a very much needed thing in our agency particularly. 

Mr. Tuomas. If I understand correctly it is not a training program; 
it is just trying to get a tab on what you already have. 

Mr. Hiciey. Weare going to do some training. 

Mr. Tuomas. You have a big personnel organization duplicated in 
every agency you have, every installation you have here in Washing- 
ton, in your 60 and 70 agencies in the field you have a personnel set- 
up. You mean to tell me those people cannot put a proper evaluation 
on the people you have there and when you need them all you have 
to do is write them and get their judgment. 

Mr. Powers. It is a placement program, recruitment program, 
analysis of a person’s qualifications and it is a development program 
in terms of establishing his abilities. 

Mr. Tuomas. How did he get the job in the first place if you did 
not know what the qualifications were and did not know what the job 
was? 
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Mr. Powers. If they got in one job that is not where they stand. 
This is in effect a good ah ogee program in the Government. When 
you get to the point where you have one person’s knowledge, you get 
the subjective evaluation. 

This program is a sound technical program to determine and make 
an inventory of the qualifications and the potential abilities of these 
people to grow. 

Mr. THomas. What people? 

Mr. Powers. Of our employees that will come up in the whole man- 
agement area. It is not only in connection with, let us say, the 
to 

Mr. THomas. You do not need $85,000 for travel to find out what 
the managerial ability of 5 percent of your people is. 

Mr. Powers. No, sir; we would not travel on that. 

Mr, Tuomas. What will you travel on? You have $85,000 set 
up here. 

Mr. Powers. Those would be trainees, sir. We have a turnover in 
our assistant managers and they must come up through the line be- 
cause of a promotion from within and proper identification. 

Now a man, for instance, might have information and capability in 
one program, in, let us say, a regional office, or he may not know too 
much about the administration, a hospital administration. So he 
would be placed in a training program. 

It is expected that we will train or develop about 20 to 25 of these 
persons per year to take care of that turnover. 

Now, this $85,000 is to pay for the per diem principally and the 
travel of these men, these 20 to 25 men per year. 

Mr. Toomas. Where are they going? 

Mr. Powers. They will go to various stations. For instance, a man 
who will be training for a position of assistant manager in a regional 
office would rotate around 3 or 4 regional office stations. Then he 
would come into Washington here for certain activities. 

Tf this fellow is from Dallas or New York or San Francisco, we 
have to pay this money for him while he is traveling. 

Mr. Tuomas. That isa training program then ? 

Mr. Powers. Yes, sir: this $85,000 is in terms of that. We are 
absorbing practically all the cost of running the program within our 
own operation. 

Mr. Tnomas. This is a training program ? 

Mr. Powers. Not the management development program, sir, not 
the whole business of it. Just that one phase. That 1 figure of $85,000 
for travel has to do with these trainees, 20 to 25 per year. 

Mr. Tuomas. What do you do with them after the training? 

Mr. Powers. Then they will go into assistant manager positions and 
also key positions in Washington. 

We know by virtue of our turnover statistics that we will be able to 
place that many people during the course of the year. 

Of course, our trainees will be adjusted, sir, to the number of turn- 
overs and demand for these people. 

This is purely set in terms of demand and there will be no training 
unless we know the demand will occur for them, you see. 

Now, Mr. Chairman, may I point out that we are faced with an un- 
usual situation in VA as against other agencies that have the normal 
turnover and retirement. 
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Mr. Tuomas. Will you insert at this point in the record page 5-294 
(The material referred to is as follows:) 


Assistant Administrator for Personnel, $1,028,648 


Average employment: Departmental: 
Staff and operations 


Management development. -.-_--..........-- 


Costs: Departmental: 
01 Personal services: 
Staff and operations 


Management development----_---- 


Total 01 


Travel, employees: 
Staff and operations__---- 


Management development.__-_---- 


Total 02 


Transportation of things - - 
Rents and utilities sia 
Printing and reproduction 


Contractual services, other: 
Staff and operations 


Management development. --- 


Total 07 


Supplies and materials 
momipenent................. 


Grants, subsidies, and contributions: 
Staff and operations ' 
Management development 


Total 11 


Refunds, awards, and indemnities___- 


Taxes and assessments 


Totals: 
Staff and operations 
Management development_ - 


Total costs_.......- - 


PERSON NEL 





Actual fiscal 
year 1956 


Estimated 
fiscal year 
1957 


Estimated 
fiscal year 
1958 


Increase (+) 
or decrease 


| (—) 1958 over 
1957 














572, 898 











40, 000 





43, 875 


10, 000 | 


| 
| 
| 





42, 4: 
6, 250 | 








586, 980 


586, 980 
| 


Mr. Tuomas. What is your turnover? 


throughout the Veterans’ Administration ? 
Mr. Powers. I don’t think it would be, sir. 


swer that until I get specific information. 
Mr. Tuomas. It is about 16% percent throughout the Government. 


What about yours? 
else. 


Mr. Powers. I think it would be lower. 
Mr. Kersey. In the overall I think it would be higher because there 
is a greater turnover in the hospital system, particularly among the 
attendants and kitchen help, employees of that character. 
wide it will exceed 20 percent per year. 
Mr. Tuomas. You jumped from 90 employees in 1956 to 102 in 1957, 


to 115 in 1958. 





692, 207 





TURNOVER RATE 


48, 692 


797, 398 | 
231, 250 


1, 028, 648 | 


+105, 191 
+231, 250 


+336, 441 


Is it higher than 15 percent 


I would rather not an- 


You have more veterans than most anybody 


Agency 


Travel jumped from $8,000 to $95,000, $85,000 of which is under the 
hew management development program. 
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You have a new item of $40,000 for contractual services. What is 
that $40,000 for? 

Mr. Powers. That is for the use as projected in terms, sir, of the 
consultants and persons to assist in the running of the seminars that 
are expected to he conducted during the course of the year for the 
development of administrative training, and so forth, technical 
knowledges and so forth. 

Mr. Tuomas. Are you going outside of VA to get those people? 

Mr. Powers. Yes, sir; certain consultants will be employed in con- 
nection with that. 

Mr. Tuomas. You mean with all the fine personnel you have in VA 
you have to go outside and hire people to teach VA business ? 

Mr. Powers. No. They would be teaching the administrative, in 
the field of administrative and management skills and practices ; some- 
thing of that sort. 

It would be for staff operations. 

Mr. Tuomas. Staff operations in the year 1958, $42,000. In other 
words, you run about $356,441 over last year’s budget. 

Mr. Powers. Yes, sir. This $251,250 is on the management develop- 
ment program side. 

Mr. Tuomas. Well, you have $42,442, $40,000, and $85,000. There 
is about $167,000. Where is the rest of it ? 

Mr. Powers. Thirty-eight thousand has come in as a new item, sir. 

Mr. Tromas. Does it normally run that high? What was it las 
year ¢ 
Mr. Powers. We didn't have it last year. 

Mr. Tromas. What is your contribution to the retirement fund / 
Mr. Powers. That is $42,442. 
Mr. THomas. Yes; that is your “Grants and subsidies,” 


















$42,442. 












CONTROLLER ACTIVITIES 









Mr. Kelsey, what about your shop this year? What is it doing? 
Mr. Keusry. Mr. Chairman, we stand just about level. We are 
asking for one more employee. 

Mr. Trromas, Mr. Reporter, will you insert page 5-36 in the record 
at this point. 
(The material referred to is as follows :) 











Controlle P. 






$747,253 





Increase 

| Actual | Estimated | Estimated | (+) or de- 
fiscal year | fiscal year | fiscal year | crease (—), 

1956 | 1957 | 1958 1958 over 

| | 1957 




















Average employment: Departmental 94 | 92 | 93 | +1 








Costs: Departmental: 
01 Personal services. - Selnies $640, 614 $640, 175 












| 

| $647,745 +$7, 570 
02 Travel, employee ; 4, 673 | 8, 000 | 8, 000 a 
03 Transportation of things 688 | 1, 200 | 1, 200 ; as 
06 Printing and reproduction . _- ek | is | 41, 551 +41, 551 
07 Contractual services, other. 3, 125 3, 700 | 3, 790 | +90 
08 Supplies and materials 1, 705 2,150 | 2, 150 
09 Equipment__-__. 1, 370 2, 900 | 2, 500 | —400 
11 Grants, subsidies and contributions _- S SSaainl 40, 167 +40, 167 
13 Refunds, awards and indemnities | 










15 Taxes and assessments. -. 








Total costs_ 
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Mr. Tuomas. It will be just as well to try to get firmly established 
in our minds, if we do not do it the country is going to do it for us, 
that distinction of what is desirable and that which is necessary, 
That is a pretty good distinction to make. ; 

J can think of a thousand and one desirable things and that which 
is necessary is under the circumstances something else. 

If you would read my mail for about 2 days you would understand 
exactly what I am talking about. ou are just.as much interested on 
that side of the table; you are taxpayers like everybody else. You get 
wrapped up in your own jobs and that is about as commendable a thing 
as anybody can say about anybody else, if a man does not like his job 
and does not like his work and is not interested in it he is not going to 
do a good job. 

The corollary of that is when you get wrapped up in it and give 
yourself to it that is the reason you do a good job. 

You go about $88,000 over last year, too. 

Mr. Keiser. Yes, sir. 

Mr. Tuomas. Forty thousand of it is for your contribution to the 
retirement fund. 

Mr. Kesey. $41,551 for printing, which means we actually go up 
only $7,260. 

Mr. Tuomas. That is on one job. 

Mr. Kexsny. That is on the whole comptroller job—yes, sir, you 
could relate it to one function. 

Mr. ‘Tuomas. Do you have any within-grade promotions in there! 

Mr. Keiser. Those would be reflected as automatic increases, as they 
ave in all salary estimates. 

Mr. ‘'Homas. That is in the regular personal services and is not 
broken out individually / 

Mr. Ketsey. No, sir. 

Mr. Tomas (reading) : 

The Controller formulates and recommends to the Administrator general 
policies and plans of VA-wide application pertaining to the following activities: 

(a) Fiscal, accounting and work measurement systems, budgetary and audit 
activities ; (6) Basic report structure for top-management use. 

Advises and assists the heads of the program departments and other top of- 
ficials in connection with these activities, and appraises for the Administrator 
the effectiveness and economy of these activities. 

Reviews and analyzes estimates and prepares consolidated budgets of the VA; 
maintains the general financial books of the VA and agency level controls over 
the expenditure and collection of funds. 

Serves as the principal representative of the VA with the Bureau of the Budget, 
the Congress, the Treasury Department, the General Accounting Office and 
other Government agencies on budget, appropriations, accounting, and all other 
fiscal matters and provides for VA participation with other Government agencies, 
international groups and nongovernmental activities in controller matters in 
which the VA has an interest, collaborating with the heads of operating depart- 
ments as necessary. 

Controls all reports subject to the Federal Reports Act. 

Consolidates financial and statistical reports of the program departments to 
the extent required by the Administrator or required by other agencies. 


Does the Budget Office come in your shop here ? 
Mr. Kesey. Yes, sir. 
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PERSONAL SERVICES 


Mr. THomas. How many people do you have in charge of this out 
of the 93 ? 

Mr. Keusey. Fifteen. 

Mr. Tuomas. What do the rest of them do? Where is the break- 
down ? 

Mr. Kesey. 5-37. 

Mr. Tuomas. Let us insert this table here under personal services or, 
rather, put the whole page into the record. 

(The material referred to is as follows:) 
01 Personal services, $647,745 


Personnel requirements for the Office of the Controller are based on staffing 
patterns developed from operating experience and consistent with the overall 
requirements and responsibilities of the office. Average employment is sum- 
marized by activity as follows: 


| 7 tare 

Actual, | Estimated, Estimated, 

fiscal year fiscal vear fiscal year 
1956 5 1958 


———— —— 


Office of the Controller__...___-- ae es ‘ 4 
Budget service. .......- fe taghadese . 5 | 15 
Accounting service eek 19 
Reports and statistics service... 24 
Policy and planning service 31 


Memes gk LL ite 93 


93 


The increase in average employment in reports and statistics service for the 
fiscal year 1958 is for additional professional staff and provides for two additional 
positions of statistician, necessary to meet workload requirements. 


02 Travel, employees, $8,000 
Travel requirements for the Office of the Controller are distributed as follows: 


Actual, | Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 


Office of Controller_. $529 $500 
Budget service : ; 1, 321 1, 200 
Reports and statistics 68 


1, 466 
Policy and planning--- 2 


, 705 4, 834 
Uk a6 neewne ; ‘ 4, 673 8, 000 


The increase in travel requirements for the fiscal years 1957 and 1958 over 
1956 results from increased emphasis on special projects and test procedures 
at selected field stations, greater participation with departmentai representatives 
m evaluating operating activities and increased consideration and evaluation 
of integrated electronic systems as they may be adaptable to the areas for which 
the Controller has responsibility. 

Mr. Trromas. The immediate “Office for budget service,” 15. If 
these 15 gentlemen compiled and correlated all this information, they 
must have had to stay up all night 2 or 3 days a week. 

Mr. Baxrr. We had some help from the departments. 

Mr. Tromas. “Accounting service,” 19; “Reports and _ statisties 
service,” 22; “Policy and planning service,” 32; none of these people 


das 
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writes reports on these bills that are filed by the dozens every year 
by the Congress. 

Mr. Kersey. Generally not, sir. We might contribute comments 
on bills that involve appropriations accounting procedures or budget 
presentations. 

Mr. THomas. How many other people do you have throughout the 
Administration doing budgeting and accounting work ? How many 
people do you have w ‘ith you, Mr. Monk? 

Mr. Monx. For budget work ? 

Mr. Tuomas. Yes. 

Mr. Monx. Twenty-one. 

Mr. Tuomas. Now, every big division has its own budget setup, Is 
21 all in “Compensation and pensions” ? 

Mr. Monk. No, sir; that handles the “Compensation and pensions,” 
the “loan guaranty.” 

Mr. Tuomas. How many in loan guaranty ? 

Mr. Mons. We have no separate budget people in “Loan guaranty.” 

Mr. Tuomas. How many people do you have doing accounting 
work ? 

Mr. Monx. I have 18 people in “Accounting.” 

Mr. Tuomas. They are all under your jurisdiction. How many 
do you have? 

Mr. Monk. Ninety-seven. 

Mr. Tuomas. You could not make that a round number, could you, 
about 100? 

Well, do you have any more besides that 100? 

Mr. Monx. Not in the Department; no, sir. 

Mr. Tuomas. How many does Dr. Middleton have? 

I knew we should not have let those medicine men go. 

Mr. Ketsry. 127. That includes the people who do the statistical 
work for the Department of Medicine and Surgery. They have a very 
comprehensive statistical unit. 

Mr. Tuomas. We have 44 men over here doing that auditing and 
checking up on everybody. That is all in addition. 

(Discussion off the record.) 

Mr. Tuomas. Mr. Kelsey has 93. 

Mr. Monk has 97. 

Dr. Middleton has how many ? 

Mr. Ketsey. 127. 

Mr. TuHomas. How many do the insurance boys have? 

Mr. Ketsey. 58, I believe. 

Mr. Garpner. That is the “Controller’s office” as a whole. The 
“Reports and statistics” and “Budget” are nine. 

Mr. Tuomas. How many in the Controller’s Office ? 

Mr. Garpner. Fifty-eight in the Controller’s Office. 

Mr. THomas. How many in the “Trust fund accounting” ? 

Mr. Garpner. I have a breakdown for that. Thirty- four in the 
Trust fund accounting. These are included in the 58. 

Mr. Tuomas. Are they all in the District of Columbia? 

Mr. Garpner. Yes. 

Mr. Tuomas. Are there any others than what we have mentioned 
now in the District? Can somebody add those up for me quickly. 

Mr. Ketsry. The total is 375. 
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Mr. Tuomas. That is the District... How many do we have in the 
feld doing the same thing ? 

Mr. Kersey. Mr. Chairman, I don’t believe that we have people in 
the field who are performing this exact type of operation. You have 
your finance divisions in the field which handle a multiplicity of 
activities such as payment of salaries, payment of compensation, pay- 
ment of all miscellaneous vouchers, maintenance of accounts, and 
that sort of ae. 

Mr. Tuomas. Do you have any people in your shop in the field? 

Mr. Kexsey. No, sir. 

Mr. Tuomas. What about you, Mr. Monk? How many people do 
you have in the field ? 

Mr. Monk. 2,278 in the finance activity. 

Mr. Tuomas. In the field ? 

Mr. Monk. In the field; yes, sir. 

Mr. Tuomas. Do any of the organizations or divisions have anybody 
in the field doing the same type of work we are talking about here? 

Mr. Stone. We do have organization and management men that 
help in the preparation of the budget. We call them organizational 
i tenegement supervisors. They do report work and budget work. 

Mr. Tuomas. How many of those do you have? 

Mr. Stone. About one in each office. In the larger offices, two. 

Mr. Toomas. What is that figure now. 

Mr. Kersey. 375 total in central office. 

Mr. Stone. That includes a lot of stenographic help and typists. 

Mr. Kesey. Yes, that includes the whole office staff. 


VETERANS’ BENEFITS 
ADMINISTRATIVE EXPENSES 


Mr. Tuomas. These tables are simply astounding. Let us get 
away from general administration and go to the component agencies 
now that make up general operating expense. For instance, the 
Department of Veterans’ Benefits. From the comparison of these 
tables for 1956, 1957, and 1958, gentlemen, they almost tell the picture. 

I wonder if it would suffice to put this table 64 in the record for 
1958. It shows $129,400,000 against $123,885,000 for fiscal 1957. 

(The material referred to is as follows :) 
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Mr. Tuomas. Of course, the field employment is a big item. Cen. 
tral office for fiscal 1958 has 534 people. The area offices in the field 
have 85 employees. The manager has 410. The chief attorney, 1,518, 
I thought these were not charged to the chief attorney, but to the vari. 
ous managers in the district. 

Mr. Monk. That is the organizational title of the division in the 
regional office—chief attorney. 

Mr. Tuomas. The chief attorney sits right here. His shop handles 
matters here. When they go to the field they go right to the district 
manager’s office; do they not? 

Mr. Srone. It is a division of the chief attorney. 

Mr. Tuomas. All right. Contact, 1,804; compensation and pen- 
sions, 3,762; vocation rehabilitation and education, 2,700; loan guar- 
anty, 3,396; finance, 2,885; administrative, 4,100; personnel, 190; sup- 
ply, 594. Total field, 21,444. 

What does DVB mean? 

Mr. Monx. Department of Veterans’ Benefits. 

Mr. Tuomas. That is 21,978. You have an adjustment here of 
1,397. I do not know how you are going to handle so lightly 1,397 
bodies, but you handle it pretty well on paper. 

Mr. Monk. Those bodies are bodies that are charged by an inter- 
agency transfer to other programs where we, in the Department of 
Veterans’ Benefits, do service work for other areas—finance, adminis- 
trative personnel. 

Mr. Tuomas. Your personal service cost alone is about $102,241,708; 
travel is $2,718,000 for employee cost alone. 


SUMMARY OF REQUIREMENTS 


Before we go into that, Mr. Reporter, put this general summary 
here on pages 6—5 and 6-6 in the record. 
(The material referred to is as follows :) 


DEPARTMENT OF VETERANS’ BENEFITS 


GENERAL SUMMARY 


The Department of Veterans’ Benefits is responsible for providing all of the 
direct benefits, except medical and insurance, to eligible veterans as authorized 
by law. The Department’s activities are carried on through 67 regional offices; 
292 VA contact offices; claims operations at district offices located at St. Paul, 
Denver, and Philadelphia; 5 area offices, and the Department of Veterans’ 
Benefits staff operations located in Washington. A comparative summary of 
appropriation requirements is as follows: 
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Summary of requirements 


<n a 


Actual, Estimated, Estimated, 
Appropriation title fiscal year fiscal year fiscal year 
1956 1957 1958 


—— 


General operating expenses aa $126, 565, 851 , 885, 1 $129, 400, 000 
Compensation and pensions. --.-..-..-.--.--...----.---| 2 2, 798, 872, 258 2, 990, 000, 000 
Readjustment benefits.._-_....---.- te pedone 821, 097, 000 , 

Grants to Republic of the Philippines-.--_- 2, 500, 000 

Autos and other conveyances for disabled veterans_...--|.......-.--..... 


Total appropriation estimates 3, 749, 035, 109 | 3, 885, 885, 000 3, 950, 610, 000 


$$ $$ $n 


1 Includes $1,395,000 to meet cost of printing which heretofore has been carried in staff activity of VA. 
In addition, a new item of $6,195,256 (net DVB share) contribution to civil service retirement fund is in- 
duded. 

? Excludes $11,127,742 transferred to other appropriations as follows: $9,000,000 to readjustment benefits 
appropriation, $1,000,000 to national service life insurance appropriation, $1,127,742 to servicemen’s indemnity 
appropriation. 

MPincludes $77,000,000 estimated supplemental requirement for fiscal year 1957. 

4 This $1,000,000 represents a supplemental requirement for fiscal year 1957. 


The basic functions of the Department.are as follows: 

1. The adjudication of veterans’ and dependents’ claims for compensation, 
pension, and guardianship and fiduciary service to helpless or incompetent vet- 
erans and minor dependents. 

2. The administrative operations in connection with the rehabilitation of dis- 
abled veterans in training under Public Law 16, 78th Congress, as amended, 
and in connection with the education and training of veterans pursuing courses 
under the provisions of Public Law 346, 78th Congress, as amended, and Public 
Law 550, 82d Congress, as amended, as well as the recently enacted Public Law 
634, 84th Congress, the War Orphans’ Educational Assistant Act. 

3. The administrative operations in connection with the loan-guaranty activi- 
ties. The Veterans’ Administration may guarantee or insure home, farm, and 
business loans made by private lending institutions to veterans of World War II 
and to veterans with service since the start of the Korean conflict. Direct loans 
may be made until June 30, 1958, to eligible veterans for the purchase or con- 
struction of homes in areas where guaranteed or insured loans are not available 
from private lending sources. 

4. The administrative operations in connection with the contact activities. 
This activity provides information and assistance in regard to the preparation, 
development, submission, and presentation of claims for benefits under laws 
administered by the Veterans’ Administration. As the point of direct contact 
with the veterans, contact personnel are able to provide uniform information 
relative to programs, policies, and procedures concerning veterans’ benefits par- 
ticipation, thus assuring coordinated consideration and action regarding claims 
for benefits. 

5. The administration of common-service activities such as the manager’s 
office, finance, administrative, personnel, supply, and certain nonpersonal serv- 
ice expenses. The term “common service” is used not only to indicate the aux- 
iliary programs, but also pertains to service performed by one department for 
another at locations where one service function serves two or more major activi- 
ties, with distribution of cost being based on established formulae. 


Mr. Tuomas. Let me read this into the record. 


The Department of Veterans’ Benefits is responsible for providing all of the 
direct benefits, except medical and insurance, to eligible veterans as authorized 
by law. The Department’s activities are carried on through 67 regional offices, 
292 VA contact offices, claims operations at district offices located at St. Paul, 
Denver, and Philadelphja; 5 area offices, and the Department of Veterans’ 
Benefits staff operations located in Washington. 


That is that 534 employees here. 
Now, these tables here are interesting and I think are worthy of 


.a little comment. Here are your general operational costs. For 1958, 
$129,400,000, $123,885,000 for last year. 
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Compensation and pensions, for this year it is $2,990 million against 
$2,907 million in 1957. You have an increase there of about $83 
million. srl ri 

Readjustment benefits last year were $852 million, which includes 
the $77 million supplemental request we do not have yet, against 
$829,460,000 in 1958. Add up the other grants, grants to the Philip. 
pine Republic, $2 million in 1957 against $1,750,000 this year, automo- 
biles for the disabled $1 million, which apparently is not a recurring 
item this year. 

You have for 1957, $3,885,885,000 against $3,950,610,000 for 1958, 
I have here $65 million increase. 

Now, I have a figure up here of $129 million against $123 million, 
$123,885,000. I have 1 million less than 1957. 

Is that right? Your general operating expenses of $129,400,000 
against $123,885,000 is in truth and in fact $1 million less than in 
1957? 

Mr. Monx. That is approximately, Mr. Chairman. 

Mr. THomas. That is quite a feather in your cap; is it not? 

Mr. Monk. Exclusive of the new items for printing and civil- 
service retirement, it is approximately $2 million less. 

Mr. Tuomas. You mean my figures are wrong? 

Mr. Monk. I don’t mean that; no, sir. 

Mr. THomas. Well, anyway, then, with anywhere from one to two 
million dollars less administrative cost you handled an increase of 
about $65 million in benefits and grants. The sum total of the grants 
are a pretty nice sum; aren’t they? 

Mr. Ketsry. Over $3,800 million. 

Mr. Tuomas. I think the Administrator used the figure three billion 
eight in his statement. Did you use three billion eighty-three or $84 
million ? 

That is a lot of money. 

Mr. Baxer. That included insurance. 

Mr. Tuomas. Here is another thing here that ought to be brought 
out. In enumerating the functions of what the benefits are, we are 
familiar with them; they are already in the record, but we should call 
one to our attention: 

The administrative operations in connection with the rehabilitation of dis- 
abled veterans in training under Public Law 16, 78th Congress, as amended, and 
in connection with the education and training of veterans pursuing courses 
under the provisions of Public Law 346, 78th Congress, as amended, and Public 
Law 550, 82d Congress, as amended, as well as the recently enacted Public Law 
684, 84th Congress, the War Orphans Educational Assistance Act. 

Tell us about that and how much it is going to cost you and how 
much is set up in here for the act this year. 


WORKLOAD DATA 


Mr. Come. The workloads will be on page 6-46. It shows the war 
orphans bill, Mr. Chairman. It is Public Law 634. It shows that 
we expect to have an average of 7,000 of those in training this year, 
9,000 in training in the fiscal year 1958. The costs are shown 

Mr. Tuomas. Let us put all of page 6-46 in here. 
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(The material referred to is as follows:) 


Primary workloads 
4 — ~——_-— oor 
Actual, | Estimated, Estimated, 
fiseal year | fiscal year fiscal year 
1956 1957. . | 1958 


a toe aman a Re Se 


(a) Average veterans in training: 
Public Law 16: 
Higher learning 
Below college. -..-......-.-- 
Institutional on farm 
Job training 


Total Public Law 16 


Public Law 894: 
Higher learning. -....- 
Below college. -- 
Institutional on farm __.._- 
Job training..........- 


Total Public Law 894 ose | 5, 665 18, 000 





Public Law 346: 
Higher learning ; 24, 466 | 2, 400 
Below college. ......... de esd La sas hase 12, 503 | 1, 850 
Correspondence ictedicieiieanata 27,914 1, 500 
Institutional on farm___...--..-- 1, 375 150 
SP PUREE 3b 5 6 ane 5 4055 - daa pines spe 460 | 100 


Total Public Law 346_........-- . 66, 718 | 6, 000 


Public Law 550: 
Biisiver learning: .........«-.-.i-.... | 268, 930 | 292, 000 | 267, 000 
Below college Saleen 153, 268 165, 000 156, 000 
Correspondence joeh 21, 446 | 20, 000 | 15, 000 
Institutional on farm ar ; 36, 494 42, 000 45, 000 
I ilies 60, 599 | 58, 000 60, 000 


|————___—— —_— ——— — 


Total Public Law 550............- 540, 737 577, 000 552, 000 


Public Law 634 9, 000 


NEG WU Bid Gotan cnucdondeconcinn axnnadiipaieetabl 629, 700 610, ¢ ng 582, 200 


WAR ORPHANS EDUCATIONAL ASSISTANCE ACT 


Mr. Tuomas. The War Orphans Educational Assistance Act, and 
you estimate there will be 7,000 orphans? 

Mr. Core. Yes, sir. 

Mr. Tuomas. To be educated, and 9,000 in 1958. You mean the 
orphans are increasing? 

Mr. Cortz. The bill became effective in fiscal year 1957, Mr. Chair- 
man. 

Mr. Tuomas. You mean as they become older then they become 
eligible for school. When do you think the peak will be reached and 
how much will that peak be numberwise ? 

Mr. Cortr. The peak will be reached, Mr. Chairman, in a few years. 
There is a hump in the number of children in the age group now. 

Mr. THomas. Go ahead. 

Mr. Corte. I have some statistics on that, sir. The highest concen- 
tration of World War II orphans are now in the age from 13 and 14. 
They will become eligible in about 5 years. 

r. THomas. These are the children of boys who were killed in 
action, or who died from action in service, or service-connected in- 
juries? They are the sons and daughters of World War II veterans? 





198 


Mr. Comx. They are sons and daughters of World War I, World 
War IT, and Korean veterans who died as a result of a service-incurred 
disability. 

Mr. Tuomas. Does this include World War I too? 

Mr. Com. Yes, sir; it includes World War I, also. 

Mr. Tuomas. Officers ? 

Mr. Corie. Orphans. 

Mr. Tuomas. How old are those orphans now ? 

Mr. Corr. The World War I? 

Mr. Tuomas. Yes, sir. 

Mr. Com. The statistics I have here were gathered on September 
3, 1955, when the bill was under consideration. There were 3 orphans 
of World War I who were only 1 year old. 

Mr. Tuomas. All the categories go back to service-connected, 
though ? 

Mr. Com. Yes. There was a total of World War I veterans’ 
orphans in September 3, 1955, of 4,272, either below the age of 20 or 
were helpless children. 

Now, 729 of them were totally helpless children. So actually there 
were eligible for this benefit somewhere in the neighborhood of 3,500 
orphans of World War I veterans, at least that will be helpful when 
they reach the proper age, sir. 

Mr. Tuomas. There is no cutoff date on World War I veterans, 
I presume there will be no cutoff date on Korea or World War IT? 

Mr. Core. As to actual dates; no, sir. The cutoff date in the law is 
dependent upon the age of the child. 

Mr. Tuomas. What is the age of the child? 

Mr. Core. Ordinarily it is 18 or graduation from high school 
before he can start. 

Mr. Tuomas. Put your finger on the benefit table. 

Mr. Monk. The benefit payment is on 15-4 on readjustment benefits 
way in the back of the book. It is a little above the middle of the page 
there. That is under the readjustment benefit appropriation. 

The estimated cost for 1957 for those 7,000 is $99,420,000, for 1958 
it is $11,080,000. 

That is an average cost of $1,320 per trainee. 

Mr. THomas. What is that $1,320 made up of? What items? 

Mr. Monx. That is an allowance paid to the parent or guardian on 
behalf of the orphan in training. 

Mr. Tuomas. A flat sum of $1,820? 

Mr. Come. It is at the rate of $110 a month, sir. 

Mr. Tuomas. What is he supposed to do with the money? 

Mr. Monk. He pays his own tuition and buys his own books. 

Mr. Tuomas. Suppose he does not go to school? 

Mr. Monk. He doesn’t get it. 

Mr. Tuomas. Who is supervising the program ? 

Mr. Come. We do it with our staff that administers the vocational 
rehabilitation and education programs for veterans. 

Mr. Tuomas. In other words, they go to any school they want to? 

Mr. Come. No, sir; it has to be an approved school, sir. The way 
it operates, Mr. Chairman, is that the parent and guardian with the 
cooperation of the child, of course, selects a program that the child is 
to pursue to reach his educational objective. The application is made 
to us just as if it were a veteran applying for a course of training. 
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Counseling by our vocational counselors is a requirement of the act so 
that the child is able to make an intelligent choice of the course. 
They have an entitlement of 36 months in school, which is 4 school 
years; that is the maximum. 


™ SUMMARY OF REQUIREMENTS 
Mr. Tuomas. Mr. Reporter, will you put pages 6—7 in the record. 
It says: 


The reduction from fiscal year 1956 to fiscal year 1958 estimated is 1,329 average 
employment. 


(The material referred to is as follows:) 
GENERAL OPERATING EXPENSES 


Comparative summary of requirements by major category 





RE  inictereesemmnemon : 


| Inerease (+) 


Actual, Estimated, | Estimated, or de- 


























fiscal year | fiscal year | fiscal year | crease (—), 
1956 1957 1958 1958 over 
| | | 1957 
} 

Average employment: 
DT. +. camiandposahbaneade 552 534 | 534 jf. od ; 
Dac & <nnuhe ide dda Medadhehaanhes 22, 755 | 21, 833 21, 444 —389 

Total administrative jurisdiction, De- | | 
partment of Veterans’ Benefits- - 23, 307 | 22, 367 21, 978 —389 

Cost: : ite 
Personal services... -.--- ieineaeiae xia _....--}| $113, 129, 604 | $109, 751, 406 | $108, 074,946 | —$1, 676, 460 
Teveh, INDIO NO 5 540 ~ <b i picmiqansse qos oom nf 2, 510, 431 | 2, 738, 160 2, 718, 160 —20, 000 
Vocational rehabilitation and education, | 

other objects....___-- ses 11, 063,737 | 11,658,213 | 10,982,015 | 676,198 
Miscellaneous operating expense : 7,054,974 | 6, 421, 329 | 6, 268, 794 | —152, 535 
Subtotal -- pavtthnkihhind sides bine _.| 133, 758, 746 130, 569,108 | 128,043,915 —2, 525, 198 
I: OU MORON 8 on. dnecnnsncnincanesubicen a = 1, 395, 000 | +1, 395, 000 
Civil-service retirement fund_........ ~ ay jeadel 6, 570,956 | +6, 570, 956 

Total cost, Department of Veterans’ | | 
Benefits jurisdiction —._ _- --| 183, 758, 746 | © 130, 569,108 | 136, 009, 871 +-5, 440, 763 
Less net common services adjustment 7, 192, 895 | 6, 684, 108 | 6, 609, 871 | —74, 237 
Ot GGG sei idkcn cca taa~ cinders 11 j 123, 885, 000 129, 400, 000 +5, 515, 000 


Note.—The administrative cost of operating the Department of Veterans’ Benefits has continued to 
decline even in view of increased workloads. For example, the preceding chart shows that employment 
will be reduced by 389 from fiscal year 1957 to fiscal year 1958.. The reduction from actual fiscal year 1956 
to the fiscal year 1958 estimate is 1,329 average employment. 


Mr. Baxer. Mr. Chairman, this is the Department of Veterans’ 
Benefits section, of the “General operating expense” appropriation. 


COST OF OTHER OBJECTS 


Mr. Tuomas. Yes. Leave that in there and then turn over to the 
next page and insert this table in the middle of the page. I have 
marked “good” here with three question marks right after it. 
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(The material referred to is as follows:) 


The percentage of miscellaneous operating expenses to total cost of operating 
Department of Veterans’ Benefits, excluding the new items and “Vocational 
rehabilitation and education, other objects,” which are directly related to veter. 
ans in training load and are therefore considered uncontrollable, is as follows: 


Percent miscellaneous 
operating to total cost 


Fiscal year 1956 
Fiscal year 1957 
Fiseal year 1958 


By the above, it can be seen that the relationship of miscellaneous expense items 
to total cost of operations is relatively small. 

Mr. Tuomas. The Administrator mentioned it in his statement this 
morning. 

You are measuring your administrative cost now against the total 
amount of grants. 

The year 1956 figures out 5.75 percent. 

Mr. Monk. No, sir; this is the other objects operating expense 
against the total administr ative budget for this work. 

Mr. Tuomas. What is that now? 

Mr. Monk. This percentage relates the other objects of expense to 
the total administrative cost in this Department. 

Mr. Tuomas. Then I misread it. 


The percentage of miscellaneous operating expense to total cost of operating 
Department of Veterans’ Benefits, excluding the new items and “Vocational reha- 
bilitation and education, other objects,” which are directly related to veterans in 
training load and are therefore considered uncontrollable, is as follows— 


Your other objects compared to your personnel cost has dropped 


from 5.75 down to 5.35 since 1956. 
Mr. Monx. That is correct. 


COMPARISON OF AVERAGE EMPLOYMENT AND OPERATING COST BY FUNCTION 


Mr. Tuomas. This page 6—9 is quite interesting. The top part of 
it sets out your employment by function. We will insert that, and 
the bottom half gives you the cost by function. 

(The material referred to is as follows :) 


DEPARTMENT OF VETERANS’ BENEFITS 


Comparison of average employment by function 


| 


; Actual, Estimated, | Estimated, 
Function fiseal year fiscal year | fiscal year 
1956 1957 1958 








Office of: 
Chief benefits director - - -- 
Piemawere.1.s--.- pthtaibe 
Chief attorney. ---........-- : 
Contact-. id ; 
Cc ompensation and pension - ; 
Vocational rehabilitation and education 
Loan guaranty - ‘ te 
Controller (ineluding finance) -_- 
Administrative sal sie 
Personnel service 
Supply - --_-- - 
Field service -.- 
Area representative 


~ 
= 
on 


B5398z 


pogo gor 
4 
a 


R285 


| 


5 
3isef 


Total Department of Veterans’ Benefits jurisdiction - -.. 


| 
| 
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Comparison of total operating cost by function 


Actual, | Estimated, Estimated, 
Function fiscal year fiscal year fiscal year 
1956 1957 1958 


Office of: 

Chief benefits director 
Managers 

Chief attorney 
Contact 


552 
ey 


5 


Compensation and pension 
Vocational rehabilitation and education 


Ss 


er PESRES oe 
F3E 


Supply 
ED BUN VENO. cc ide htm ch des eend db etedbn tii he <easeee =a 545, 
Area representative 122, 378 


Total Department of Veterans’ Benefits Jurisdiction....| 133, 758,746 | 130, 569, 108 136, 009, 871 
Less: Net common service adjustment 7, 192, 895 6, 684, 108 6, 609, 871 


126,265; 851 | 123, 885, 000 | 1 129, 400, 000 


SRSAFSSSES 


ReSEE 
g 


1 Includes $1,395,000 to cover the cost of printing and reproduction for Department of Veterans’ Benefits 
which was previously carried in staff services budget estimates. A new item of $6,195,256 to reimburse 
the civil service retirement fund is also included. 


Mr. Tuomas. The amount of detailed work in making these tables 
issimply overwhelming. Does finance come within your jurisdiction 
in the field, Mr. Controller? 

Mr. Ketsry. No, sir. 

Mr. Tuomas. Why is it included in this table then ¢ 

Mr. Stoner. It is under Department of Veterans’ Benefits controller. 
: Mr. Tuomas. That is what I thought. But you have “Controller” 

ere. 

Mr. Monk. What we have done is to combine the central office and 
the field operation by functions so that you do not have to add to- 
gether the central office and the field for personnel purposes and total 
cost purposes, 

Mr. THomas. Yes, but right above here you have “Compensation 
and pensions,’ “Vocational rehabilitation,” then down here is 
“Controller.” 

So I thought it meant somebody else. 


LOAN-GUARANTY ACTIVITIES 


I notice “Loan guaranty” here had 3,477 people in 1956 against 3,469 
in 1957, 3,478 for 1958, an increase of 9 over 1957. 

On the next page I believe it is a little bit clearer there. It shows a 
plusseven. I have a question mark by that. 

What about that workload this year, Mr. Sweeney ? 

Mr. Sweeney. Mr. Chairman, unlike last year, my forecasting is 
about as foggy as this weather outside for the immediate moment. 
However hindsight is 20-20. 

Mr. Tuomas. Off the record. 

(Discussion off the record) 

Mr. Sweeney. So far this year, this fiscal year, we are on the beam 
of our “guesstimates.” 

Mr. Tuomas. What is your estimate now for this coming year? 
Shall we go into it in a little more detail ? 
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Mr. Sweeney. Let me put it this way: As far as the home-loan 
applications are concerned, we estimated about 525,000 applications 
this -year. The first half of the fiscal year we have 252,300. So we 
are relatively close, about 48 percent. 

On appraisal requests, we estimated this year 800,000. We are 
coming in at 345.8000, or about 43 percent. This fall off happened last 
fall with this tight-money market. 

Mr. Tuomas. What do you mean; last fall’s tight-money market? 
What do you call it now? 

Mr. Sweenty. No business. As far as our housing starts under the 
VA program, we estimated we will have about 287,300 this year. In 
the first half we had about 131,000, or about 46 percent. So in the 
first half of this fiscal year we were doing relatively close. 

Now, in October, November, December, this tight-money market 
began worsening, and I think we all realize that we are in a state of 
flux here because this last week Mr. Stone appeared before the House 
Veterans’ Affairs Committee on this mattcr of increasing interest 
rates, direct-loan program, VHMCP. However, with respect to any 
specific legislation other than the reference to the use of the NSLI 
fund, which is still being commented on, we feel that it is going to be 
up to the Congress to take some very definitive action, and it is possi- 
ble that the regulatory body may take another look-see about the re- 
leasing of credit here insofar as mortgage financing is concerned, 

Being the optimists that we are, we hope that the action taken by 
the Congress will be not too far in the offing, and we hope that maybe 
within the next 30 or 45 days something will come forward so that we 
can move in here and maybe have about a million starts this year. 

Mr. Tuomas. How many starts did you have last year? 

Mr. Sweeney. 1,096,000, sir. 

Mr. Tuomas. How many did the Veterans have? 

Mr. Sweeney. We had about 25 percent of them, sir. In new 
units, 270,675. We actually received guaranteed home-loan applica- 
tions—this is calendar year—309,600 home loans, new houses. 

Mr, Tuomas. What is it going to be this year? 

Mr. Sweeney. Sir, I am going to have to hedge. You have so 
many imponderables. I will say this: that if the Congress takes 
action 

Mr. Tuomas. What is your guess for new starts for this calendar 
year ? 

Mr. Sweeney. I would say about the same, about 300,000 units. 

Mr, Tuomas, You guessed the same as last year, 300,000. 

Mr. Sweeney. For this calendar year. There are a lot of factors 
here. We feel confident that with the consideration that the Congress 
is giving now 

Mr. Troms. What do you mean by consideration? What is going 
to make you have any more new starts this year than last year? Sup- 
pose you raise your interest rate from 414 to 5 percent. How many new 
starts is that going to make you? ; 

You can put that in the corner of your left hand, FHA is getting 
out by virtue of increased rate. 

How many do you expect to get by increasing the interest rate? _ 

Mr. Sweeney. I don’t think that the increase in the interest rate 1s 
going necessarily to be a matter affecting the number of starts. 
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What is happening now is that your secondary investors are not mak- 
ing any forward commitments. They are standing by. 
Jonsequently, you are well aware when you don’t get forward com- 
mitments you don’t get construction money and you don’t get your 
housing. 
DIRECT LOAN ACTIVITIES 


Mr. Tuomas. Well, it is bound to help a little; there is no doubt 
about that. It is not going to help to the extent that everybody antici- 
pates. What about a little direct loaning to these boys? 

Mr. Sweeney. As you well know, we had the VHMCP program in 
the picture. That act was passed in 1954 where the insurance people 
and other lenders cooperated together to make guaranteed loans in 
the rural and semirural areas. They have been doing pretty well. 
Up to the present date they have made $175 million in guaranteed loans, 
whereas we, on the other hand, we committed last fiscal year $50 mil- 
lion. So far this year we have committed $58 million. There is indi- 
cation that some of the lenders in the voluntary homeowners credit 
program are withdrawing, and our applications for direct loans are 
increasing each month. 

Mr. Tuomas. How many applications do you have processed on 
hand now through your various offices where the boys cannot get any 
mortgage money to get started ? 

Mr. Sweeney.. Well, we are taking care of every legitimate applica- 
tion that has been presented to us. 

Mr. Tuomas. Do you mean making direct loans? 

Mr. Sweeney. Making direct loans in the rural areas. 

That is a matter we reported to the committee here. Under the 
provision of the direct loan prograim and the several admonishings we 
got each year from the Senate and some on the House side, we were 
to limit the direct loans to rural—— 

Mr. Tuomas. That was last year, the year before last. You are 
not getting it here now. 

Mr. Sweeney. No, sir. 

Mr. Tuomas. They all want to know why you are not. 

Mr. Sweeney. What we are doing, every application that comes in 
to us—— 

Mr. Tuomas. You have the authority to make them, do you not? 

Mr. Sweeney. No, sir. 

Mr. Tuomas. You have the authority to make direct loans in the 
big towns, small towns, and rural district, too, do you not? 

Mr. Sweeney. No, sir. There is a provision in there that leaves it 
up to the Administrator to determine the areas where no loans are 
forthcoming. Just during December here we still have a high level 
of applications coming through. 

Mr. Tuomas. Applications is one thing and mortgage money is 
something else. How many of them are getting the mortgage money 
to put into execution those approved applications? That is the test. 

Mr. Sweeney. Well, sir, I am referring to these forward commit- 
ments, Admittedly there are no forward commitments going forward 
now, but a lot of commitments were given last year and last fall on 
which we are getting many applications now in many metropolitan 
areas. Our applications for December were over 33,000. 
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Mr. Tuomas. How many starts were made in December? That is 
a pretty good test. 

Mr. Sweeney. About 64,000 nationally. 

Mr. Tuomas. Starts? 

Mr. Sweeney. Yes; in December, housing starts. 

Mr. Tuomas. 64,0002 

Mr. Sweeney. Yes. 

Mr. Tuomas. That is pretty good. On that basis you will do more 
business than practically everybody combined last year. 

Mr. Sweeney. Well, your housing starts in December, seasonally 
adjusted, will still be about 1,030,000. i 

Mr. Yates. These are VA’s you are talking about ? 

Mr. Sweeney. I am talking of the total housing starts. Our starts 
in December, we had requests for about 19,000 units in December. 

Mr. Tuomas. I am talking about how many actual starts were 
made, where they had the money in their hands from the mortgagors? 
How many had the paper from the VA and the money in their hands? 
How many starts by the veterans? 

Mr. Sweeney. We do not have those figures of what the lenders’ 
commitments are. All we have are requests for appraisals. We do 
not know the background or what is coming forward. We know that 
the lenders today are not making forward commitments for guaran- 
teed loans. . 

Mr. Tuomas. What is wrong with the VA making some direct loans 
all over the country outside of the farm areas and small towns? When 
money is tight, if they can get a little money but have to discount it 
6 or 7 or 8 points, when they get through, it is pretty rough on, 
everybody. 

Mr. Hictey. Two points enter into that. In the first place when 
Congress set up VHMCP, they indicated definitely that Federal di- 
rect loan money was to be replaced by private money. That was their 
intent; why they set it up. Secondly, of course our maximum is $150 
million a year. 

Mr. Tuomas. They are coming to these committees indicating now 
they think you ought to go in the direct loaning business. 

Mr. Hictxy. The amount of money available today would be just 
a mere drop in the bucket if we went across the country. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Do you have instructions from the Secretary of the 
Treasury or the White House not to do it, or is it of your own volition? 
Mr. Hietry. That we have not used our direct loan everywhere? 

Mr. Tuomas. Yes. 

Mr. Hierry. Because it was not the intent of Congress. If we did, 
inside of a few weeks we would not have any money at all for any loan 
anywhere. 

fr, Yates. How do you know it was the intent of the Congress? 

Mr. Tuomas. You were before the legislative committee, and they 
were pretty anxious to get started. 

Mr. Stone. Under our program last year the total principal amount 
of loans guaranteed and insured was over $5 billion. We have a total 
available for direct loans to June 30, 1957, of approximately $232 mil- 
lion. That is a pretty small item in relation to the total program. 

Mr. THomas. The question is, what is holding you back now? 
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Mr. Hietey. One other item. The direct loan program limits the 
amount available for a home to $10,000. When you get out of the 
rural areas a¢ least you cannot start a home for $10,000. 

Mr. Tuomas. Can you think of any more excuses for not making 
direct loans? 

Mr. Hiciey. Yes; because it is set up for us not to make the direct 
loans. 

Mr. Tuomas. Read the act, Judge. 

Mr. Brrosat. It is section 

Mr. Tuomas. Before you read it, do you have any instructions from 
the Secretary of the Treasury, the White House, or any people whom 
you report to, whomever it might be, to the effect not to make these 
direct loans ? 

Mr. Hietey. No. We are working on more or less the instructions 
that came with the setting up of VHMCP, but I think it is very im- 
portant to realize that this amount of money that is available does 
not mean a thing in this whole program. 

I am wondering if we are not leading with our chin in putting a 
lot of new Government money in big gobs out into circulation. 

Mr. Tuomas. The reason you have not done it is that you do not 
think it is the right, thing to do? To quote you, you would be “lead- 
ing with your chin.” By that I presume you mean it would be infla- 
tionary and detrimental to the country. Is that the reason? 

Mr. Hictry. I would want to leave that up to the Congress because 
they know more about that than I do, but that is what I would be 
afraid of, yes. 

There is one other item that I think should enter into this as long 
as we are discussing it. There is not the same scarcity of homes today 
that actuated this whole program as far as the veterans are concerned. 

Mr. Yates. There is in the city of Chicago. I talked to a lot of vet- 
erans around the city of Chicago who cannot get mortgage money to 
build their homes. There is a housing shortage in and around the 
city of Chicago. They have been asking me about the direct loan 
program. I say, “I know there is a direct loan program in the Vet- 
erans’ oe ty ” and they say, “Well, when we checked it, they 
said it is not applicable to the c ity of Chicago.” 

Mr. Hiatry. Phat is right ; it is not. 

Mr. Yates. Then what good is it for the veterans who live in the 
city of Chicago? 

r. Hratry. Congress never intended that any money should ever 
be loaned in Chicago. 

Mr. Yares. That is not true of this Congressman. 

Mr. Hietey. If you thought there was going to be a lot of direct 
loans, would you have appropriated only $1! 50 million a year? 

Mr. Yares. I certainly believed that of the $150 million that was 
: propriated, that cities such as Chicago would get their fair portion 

it. You mean I am appropriating $150 million for every other 
Ednciiuhiity in the country except Chicago? 

Mr. Hietry. No. $150 million for the country from one end to 
the other, for the entire direct loan program. It is a $5 billion propo- 
sition as far as homes are concerned. 

Mr. Yates. What is $5 billion? 

Mr. ao EY. I mean the total annual guaranteed principal amount 
is over $5 billion. So this little bit here 





Mr. Yares. I understand this would be a certain proportion of the 
total amount available, but I cannot understand why a community 
such as the one in which I live is not included. I do not know what 
the Administration has against the city of Chicago. 

Mr. Hieitry. Congress, itself, set this up. 

Mr. Yartrs. Congress did not say that no money was to go to Chi- 
cago; did it? 

Mr. Hietxry. The direct-loan ‘money was intended for those areas 
where there were no banking facilities, where people could not get 
money, out in rural areas. 

Mr. Yates. The veterans in Chicago tell me they cannot get money 
now. 

Mr. Hierry. But you did not have that in mind when you passed 
the Direct Loan Act. 

Mr. Bo.anp. I am inclined to agree with the Administrator. As I 
recall the passage of that act, that was the specific reason it was passed. 
In those areas where mortgage money was awfully tight, where the 
banking facilities were in no condition to give that kind of loan, the 
act was passed for that purpose. As I recall it, 1 think he is abso- 
lutely right. Of course, the amount of money that was appropriated 
indicates that also. 

Mr. Yares. Are you saying in those areas where money was tight 
that this program was not to be available? Suppose the city of Chi- 
cago finds itself in a tight money market ? 

Mr. Botanp. That was not the situation when this act was passed. 

Mr. Yares. Does that mean that if it becomes difficult to obtain 
money in Chicago, that we 

Mr. Botanp. We ought to spell it out more specifically in the law. 

Mr. Tuomas. I think there is no doubt about that, but we are trying 
to get into the record here—he has some authority. I am trying to 
find out why he does not want to use that authority. Read it: into 
the record. 

Mr. Birpsati. Readjustment Act of 1944 as amended. It is under 
the heading of “Supplemental Direct Loans to Veterans.” That 
means supplements the guaranty program. Sections 512 and 513 read: 


SUPPLEMENTAL Direct LOANS TO VETERANS 


Sec. 512 (38 U. 8. C. 6941). (a) (1) Upon application by a veteran eligible 
for the benefits of this title, the Administrator is authorized and directed to make, 
or enter into a commitment to make, the veteran a loan for any of the following 
purposes : 

(A) To purchase or construct a dwelling to be owned and occupied by 
him as a home; 
(B) To purchase a farm on which there is a farm residence to be occupied 
by the veteran as his home; 
(C) To construct on land owned by the veteran a farm residence to be 
occupied by him as his home; or 
(D) To repair, alter, or improve a farm residence or other dwelling 
owned by the veteran and occupied by him as his home; 
if the Administrator finds that in the area in which the dwelling, farm, or farm 
residence is located or is to be constructed, private capital is not available for 
the financing of the purchase or construction of dwellings, the purchase of farms 
with farm residences, or the construction, repair, alteration, or improvement of 
farm residences or other dwellings, as the case may be, by veterans under this 
title. In case there is an indebtedness which is secured by a lien against land 
owned by the veteran, the proceeds of a loan made under this section for the 
construction of a dwelling or farm residence on such land may be expended also 
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to liquidate such lien, but only if the reasonable value of the land is equal to 
or in excess of the amount of the lien. 

(2) No loan shall be made under this section to a veteran unless he shows to 
‘the satisfaction of the Administrator— 

(A) that heis a satisfactory credit risk ; 

(B) that the payments to be required under the proposed loan bear a 
proper relation to the veteran’s present and anticipated income and expenses ; 

(C) that he is unable to obtain from private lending sources in such area 
at an interest rate not in excess of the rate authorized for guaranteed home 
loans a loan for such purpose for which he is qualified under section 501 of 
this title ; and 

(D) that he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act, as amended, or 
under the Housing Act of 1949. 

(b) Loans made under this section shall bear interest at the rate to be 
determined by the Administrator of Veterans’ Affairs, not to exceed the rate 
authorized for guaranteed home loans, and in no event to exceed 4% per centum 
per annum and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable: Provided, That 

(A) the original principal amount of any such loan shall not exceed an 
amount which bears the same ratio to $10,000 as the amount of guaranty to 
which the veteran is entitled under section 501 at the time the loan is made 
bears to $7,500 ; 

(B) the guaranty entitlement of the veteran shall be charged with an 
amount which bears the same ratio to $7,500 as the amount of the loan bears 
to $10,000 ; 

(C) the authority to make loans under this section shall expire June 30, 
1958, except that if a commitment to make such a loan was issued by the 
Administrator prior to that date the loan may be completed subsequent to 
such date. 

(ec) In connection with any loan under this section, the Administrator is 
authorized to make advances in cash to pay the taxes and assessments on the 
real estate, to provide for the purpose of making repairs, alterations, and im- 
provements, and to meet the incidental expenses of the transaction, and shall 
credit to the principal of the loan an amount equal to that which would have 
been payable under section 500 (c) of this title had the loan been made by a 
private institution. 

(d) The Administrator is authorized to sell, and shall offer for sale, to any 
person or entity approved for such purpose by the Administrator, any loan made 
under this section at a price not less than par; that is, the unpaid balance plus 
accrued interest, and may guarantee any loan thus sold subject to the same 
conditions, terms, and limitations which would be applicable were the loan 
guaranteed under section 501 of this title. 

(e) Loans made under this section shall be repaid in monthly installments ; 
except that in the case of loans made for any of the purposes described in clause 
(B), (C), or (D) of paragraph (1) of subsection (a), the Administrator may 
provide that such loans shall be repaid in quarterly, semiannual, or annual 
installments.* 

10.000.” veteran may obtain loans under this section aggregating more than 

Sec. 513 (38 U. S. 0. 964m). (a) For the purposes of section 512 of this title, 
the Secretary of the Treasury is hereby authorized and directed to make avail- 
able to the Administrator such sums not in excess of $150,000,000 (plus the 
amount of any funds which may have been deposited to the credit of miscel- 
laneous receipts under subsections (a) and (c) hereof), as the Administrator 
shall request from time to time except that no sums may be made available 
after June 30, 1957. After the last day on which the Administrator may make 
loans under that section, he shall cause to be deposited with the Treasurer of 
the United States, to the credit of miscellaneous receipts, that part of all sums 
in the special deposit account referred to in subsection (c) of this section, and all 
moneys received thereafter, representing unexpended advances or the repay- 
ment or recovery of the principal of loans made pursuant to section 512 of this 


title. Interest collected by the Administrator on loans made under section 512 


1Subsec. (e) of sec. 512 as originally enacted read: 
“(e) This section shall take effect ninety days after the date of enactment of the 
Housing Act of 1950.” 
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in excess of the amount payable by him to the Treasurer of the United States 
under subsection (b) of this section, together with any miscellaneous income or 
credits, shall constitute a reserve for payment of losses, if any, and expenses 
incurred in the liquidation of said obligations. The Administrator shall have 
power to invest such reserves, or any unexpended part thereof, from time to time 
in obligations of the Government of the United States. 

(b) On advances by the Secretary of the Treasury under subsection (a) of this 
section, less those amounts deposited in miscellaneous receipts under subsec. 
tions (a) and (c) hereof the Administrator shall pay semiannually to the Treas. 
urer of the United States interest at the rate or rates determined by the Secretary 
of the Treasury, taking into consideration the current average rate on out- 
standing marketable obligations of the United States as of the last day of the 
month preceding the advance. 

(c) In order to make available the sums payable under subsection (a) of this 
section and to effectuate the purposes and functions authorized in section 512 
of this title, the Secretary of the Treasury is hereby authorized to use, as a public 
debt transaction, the proceeds of the sale of any securities issued under the 
Second Liberty Bond Act as now in force or as hereafter amended, and_the 
purposes for which securities may be issued under the Second Liberty Bond 
Act as now in force or as hereafter amended, are hereby extended to include 
such purposes. Such sums, together with all receipts hereunder, shall be de- 
posited with the Treasurer of the United States, in a special deposit account, 
and shall be available, respectively, for disbursement for the purposes of section 
512 of this title. Except as otherwise provided in subsection (a) of this section, 
the Administrator shall from time to time cause to be deposited into the Treas- 
ury of the United States, to the credit of miscellaneous receipts, such of the funds 
in said account as in his judgment are not needed for the purposes for which 
they were provided, including the proceeds of the sale of any loans, and not later 
than June 30, 1958, he shall cause to be so deposited all sums in said account 
and all moneys received thereafter in repayment of outstanding obligations, or 
otherwise, except so much thereof as he may determine to be necessary for 
purposes of liquidation. Without regard to any other provisions of this title, 
said Administrator shall have authority to take or cause to be taken such 
action as in his judgment may be necessary or appropriate for or in connection 
with the custody, management, protection, and realization or sale of such in- 
vestments, to determine his necessary expenses and expenditures, and the manner 
in which the same shall be incurred, allowed and paid, to make such rules, regu- 
lations, and orders as he may deem necessary or appropriate for the carrying 
out of the functions hereby or hereunder authorized and, except as otherwise 
expressly provided in this title, to employ, utilize, compensate, and delegate any 
of his functions hereunder to, such persons and such corporate or other agencies, 
including agencies of the United States, as he may designate. 

(d) For the purposes of further augmenting the revolving fund established in 
subsection (a) hereof the Secretary of the Treasury is authorized and directed 
between the effective date of this subsection and July 1, 1952, to make available 
to the Administrator such additional sums not in excess of $25,000,000 as the Ad- 
ministrator may request, and is authorized and directed to advance from time to 
time thereafter until June 30, 1957, such additional sums (not in excess of $150.- 
000,000 in any one fiseal year) as the Administrator may request, except that the 
aggregate so advanced in any one quarter annual period shall not exceed the sum 
of $50,000,000 less that amount which had been returned to the revolving fund 
during the preceding quarter annual period from the sale of loans pursuant to 
section 512 (d) of this title. Except for the limitation on the sums authorized 
in subsection (a) hereof, this subsection shall be subject to the other provisions 
of this section and of this title. 


Mr. Yates. Based on what you have said up to now, it is up to the 
Administrator; is it not? If he so finds, then he does such and such. 

Mr. Brrosatt. When we look into section 513, we find there that 
each year direct loans were authorized and the amount of money was 
authorized. That amount was limited and at the time that those sec- 
tions were under consideration, and amended, testimony was offered, 
and reports made by the Veterans’ Administration, and the committee 
understood at the time of their determination, that it would be handled 
as has been indicated by the Administrator of Veterans’ Affairs. It 
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was thoroughly understood at that time the program did not include 
urban areas because to do so would enter into a broader scope than was 
intended by that particular chapter of the act. 

Mr. Yates. That. was not my understanding, certainly. It may 
have been the Administrator’s understanding. If it is not part of the 
law, there is no reason why the Administrator cannot do it; is there? 

Mr. Brrpsauz. That is one of the big questions that is now before 
Congress.and on which hearings have been started by the Committee 

eterans’ Affairs. 

Mr. Toomas. Does the Veterans’ Administration recommend direct 
loans ? 

Mr. Stone. No, sir; we did not recommend direct loans. 

Mr. Hietxy. You mean a billion dollars or something like that ? 

Mr. Yates. I would assume, in connection with the appropriation, 
if the committee saw fit to recommend to the Administrator that the 
direct-loan program should be made available to the large communi- 
ties as well as the small ones, the Administrator might consider that 
as congressional intent. 

Mr. Hietey. They certainly would have appropriated some kind 
of money commensurate with what they set up in the law. 

Mr. Kersey. I think there is something in the history of this act. 
When the money was first made a railable for direct loans, it was 
indicated that such money was available for areas, and I emphasize 
the word “areas,” for areas where mortgage funds, at the rate of 4 
percent at that time were not otherwise available, and in short order 
ws were raised in the metropolitan areas as to whether or not 

4 percent money was available in that area. 

Mr. Yates. For that price? 

Mr. Ketsey. Yes. But the thing about it was that generally money 

was available in that metropolitan area for loans and the complaint 
was from some minority group in some low-class housing section 
whose loans would not be made by lending institutions. They did 
not consider them good loans. So the administrative diffic ‘ulty there 
was to decide whether or not that was an area where money was not 
generally available or just because of a particular segment. You 
could get down to a square block or even to an individual if you 
wanted to carry your area interpretation that far. 

Mr. Yates. The biggest deterrent I see is the maximum amount of 
mortgage of $10,000. “But so far as I am concerned, it was not my 
understanding that this fund was not to be made available throughout 
the entire country. It seems to me that the interpretation that we 
have now is completely discriminatory against communities such as 
the one in which I live. I think it is grossly unfair, and I think it 
should be corrected as promptly as possible. 

Mr. Swreenry. The first year Congress gave us $150 million for 
direct loans. Then we had a carryover of $25 million for fiscal 1952, 

$100 million for 1953, $100 million in 1954, $150 million in 1955, and 
$150 million in 1956. These are authorizations for the fiscal years. 

What Mr. Kelsey and Mr. Birdsall were saying, initially, when we 
first adopted this direct-loan program, all of the legislative history 
indicated it was for rural areas. We adopted the formula, and allo- 
cated funds on veterans’ population. 

Then the next step was to determine how many guaranteed loans 
were made in these 3,000 counties. Then we found out that, out of 
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the three-thousand-odd counties, we made eligible about 2,400 of those 
counties. As the years went on, we got admonishment from both 
House committees and Senate committees—the first one we had was 
in 1952, that this money was to go for rural areas. 

Mr. Tuomas. Can webring this to a close, and sort of agree modestly 
that maybe the Administrator is right? After reconsidering and-re- 
reading the act, I think he is right. 

Mr. Yarss. I am not willing to concede that the Administrator js 
right. 

Mr. Hietey. How much money do you think, say Cook County, re- 
quires per year ? 

Mr. Sweeney. For Illinois currently, they need about $30 million 
a month. 

Mr. Yates. I checked with Fannie May last week. Fannie May 
gave me figures that Illinois had received something like $22 million 
that Fannie May had purchased mortgages against. Of the $22 
million, I think something like $2 million or $1.5 million have been 
made available to Cook County in Illinois. So, the city and the metro- 
politan area are getting the short end of the stick. I think it is about 
time we cabhecdal it, because money is not being made available to the 
veterans in my community. If they cannot get any money through 
any other means, I do not know why the direct-loan program should 
not be made available to them. 

Mr. Tuomas. I agree with you. 

Mr. Yares. I propose to do something about it in this bill, if I can. 


LOAN GUARANTY FIELD ADMINISTRATIVE COSTS 


Mr. Tuomas. Mr. Sweeney, what is the page number on your admin- 
istrative cost? 

Mr. Monk. 6-59. 

Mr. Tuomas. Mr. Reporter, will you put 6—59 in the record ? 

(The information referred to is as follows :) 


DEPARTMENT OF VETERANS’ BENEFITS 


Field—Loan guaranty, $18,935,089—Summary of requirements by objects 








| 
| | | | Increase (+) 
Actual, | Estimated, | Estimated, | or de- 
fiscal year | fiscal year fiscal year | crease (—), 
1956 } 1957 1958 1958 over 
| 


| 
1957 
ishing tee ata rnceee ramen cemeteries repesemnensnael entation 


| 
01 Personal services: 
Average employment 3, 404 3, 389 3, 396 +7 





Salary cost : $16, 299, 837 | $16, 592,544 | $16, 687, 944 | +$95, 400 
02 Travel, employee... .---- Saeanengael 514, 500 713, 160 | 698, 160 | 
07 Other contractual services--._-- : | 250, 615 270, 000 | 270, 000 
1l Grants, subsidies, and contributions: Con- | 
tribution to retirement fund__--. 
Other objects of expenditure-_-.-.-.-- 6e4~ 


lied | 984, 046 
| 
17, 416, 049 | 17, 876, 486 | 18, 935, 039 


351,097 | -—- 300, 782 204, 889 


RO Geiibdlkdadnitsb —bdds- do dhenesd 





Mr. Tuomas. He will not even have 300,000 housing starts, and in 
1957 he had 3,389 employees. He has $698,160, which is a decrease of 
$15,000 for travel; other contractual services, $270,000 against $270,- 
000. What are those contractual services? He has $984,046 he is 
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ing to give to Phil ‘Young. How many people do you have? 
Where is that breakdown? Is this all field now? 

Mr. Monx. This is all field, sir. 

Mr. Tuomas. Where is that table for central office? 

Mr. Stone. 6-19. 

Mr. THomas. What is the total then, right quick? Add it up for 
the field. 3,396 employees plus how many more? 

Mr. Baxer. 67. 

Mr. TxHomas. What about this travel cost of $698,160? Where is 
the travel done? How is it broken down between the field and the 
District of Columbia? 

Mr. Monk. This travel is all in the field. 

Mr. Tuomas. None in the District of Columbia? 

Mr. Monk. No, sir. 

Mr. THomas. How did you arrive at a $15,000 cut? What is your 
unexpended balance, as of December 31? What is your personnel 
load as of December 31? Do you have that, Mr. Monk? 

Mr. Monk. Yes, sir. The field employment in the loan-guaranty 
program was 3,367 at the end of December 1956. 

Mr. THomas. You mean you only had 30 unfilled jobs? 

Mr. Monk. Yes. 

Mr. Tuomas. How many do you have unfilled in the District of 
Columbia ? 

Mr. Stone. One. We have 66 in the central office now. 

Mr. THomas. You do not need an increase of 7 new positions, if you 
have a vacancy in the District of Columbia and some 20 or 25 in the 
field; do you? 

Mr. Monx. We would need these people if the workload material- 
izes as we have it projected. 

Mr. Tuomas. Did you ever hear of that calf killing the butcher? 

Mr. Mons. No; I do not believe I did. 


WORKLOAD DATA 


Mr. Tuomas. Let us get a little of this statistical information in the 
record here, if you don’t mind. We will try to combine this as we go 
along. Will you insert page 6-60 in the record ? 

(The information referred to is as follows :) 


Cumulative program status to November 30, 1956 


1. Principal amount of loans guaranteed or insured___________ $39, 000, 000, 000 
2. Initial contingent liability of Government on guaranteed or 

insured loans 
8. Mortgage loan portfolio on hand 546, 000, 000 
m= eroperties with title vested in VA... ee cce 27, 000, 000 
5. Net asset receivables as result of claims paid 8, 000, 000 
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TaBLe I.—Summary of major workloads 


Actual, 


Estimated, Estimated, 
fiscal year 
1956 


fiscal year fiscal year 
1957 1958 


834, 318 800, 000 
832, 440 798, 200 
1, 152 
726 | 


810,346 


808, 468 
1,152 
726 








145, 707 











3 bd 6... i! Oe be Od ed eee Bee Ol 








149,455; AB 


daira lapel odtilal tg 


144, 373 131, 575 | 


73 675 
4, 352 2,7 
Guaranteed-insured loans processed (prior approval) ---- ‘ 395, 000 

DR Aaddstabletedn «sikdyle 
Farm 

Business -._. 

618, 881. 


ta 
© 
Se | ld eel £4 eed Seed 


Guaranteed-insured loan applications processed ________.| 


Home 
Farm_-_. 
Business -- 


607, 172 | 
1, 612 | 
5, 097 | 


Guaranteed-insured loans closed 


Home..-.-- 
Farm... 
Business _. 


Direct loan applications received -__- 

Direct loans closed and fully disbursed 

Average number of, loans owned 

Paraplegic grants disbursed -_-- 

Defaults processed during year (from table IV) 
Claims processed during year (from table V)_.__- 
Claims paid (from table V) --- : 
Property acquisitions (from table VI).......... 
Loan acquisitions (from table VI) 











Mr. Tuomas. What is the amount of your insured mortgages to 
date? 

Mr. Sweeney. $39 billion. 

Mr. Tuomas. What is your outstanding liability ? 

Mr. Sweeney. $15.8 billion; outstanding loans, $28.3 billion. 

Mr. Tuomas. Twenty-one billion dollars in outstanding mortgages. 

Mr. Sweeney. No, $15 billion is our outstanding guaranty on the 
mortgages. The principal amount on outstanding loans is about 
$28.3 billion. 

Mr. Tuomas. Not $28 billion on direct loans. 
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Mr. Sweeney. That is on guaranteed loans. Direct loans we have 
$462,800,000 outstanding. 

Mr. Tuomas. How many business loans do you have outstanding? 

Mr. Sweeney. I do not have that breakdown, sir. It would be 
about $100 million. 


NUMBER OF FORECLOSED PROPERTIES 


Mr. Tuomas. How many properties do you have on hand that you 
have foreclosed on today ? 

Mr. Sweeney. About, 3,100. 

Mr. THomas. 3,100? 

Mr. Sweeney. Yes, sir. 

Mr. THomas. How much do you have tied up in there? 

Mr. Sweeney. I would say around $25 million. 

Mr. Tuomas. How much did you have this time last year? 

Mr. Sweeney. About 2,500. 

Mr. Tuomas. You have how many now? 

Mr. Sweeney. About 3,100. 

Mr. Tuomas. How long has this acceleration been going on? 

Mr. Sweeney. Well, the greater our exposure, the greater number 
of foreclosures, although they are low, the consequent number would 
be higher property acquisition. Last year our acquisitions exceeded 
our sales, but there are many outlying areas where we have not had 
coverage here the last 4 or 5 months. 

Mr. Tuomas. How many did you sell last year, calendar year? 

Mr. Sweeney. I do not think I have that figure here. 

Mr. Monk. About 600, less than we took in. 


Mr. Tuomas. If you sold 600, how many did you take in? 
Mr. Sweeney. I do not have that information for the calendar 


year. 

' Mr. Tuomas. If you do not have it for calendar year, what do 
you have for the fiscal year? It looks now like you are taking 
them in about twice as fast as you are selling them. If you only 
got rid of 600 last year, it looks to me you have taken in 1,100. 

Mr. Sweeney. That figure is not correct. 

Mr. Ketsry. Look on page 6-70. 

Mr. Sweeney. Mr. Chairman, for calendar year 1956 we acquired 
4,618 properties. In the last 6 months we acquired 2,364. Unfor- 
tunately I do not have the sales here. 

Mr. Tuomas. Did you sell as many as you took in? 

Mr. Sweeney. In the last 6 months we sold 2,193, sir. I do not 
have it for the full calendar year. 

Mr. Tuomas. On page 6-70 here Mr. Yates points out that at the 
end of fiscal year 1956, that was June 30 of last year, there had been 
acquired 19,609 properties of which 16,000 had been disposed of. Does 
that mean you had approximately 3,400 properties on hand the first 
of July last year? 

Mr. Sweeney. That is right. 

Mr. THomas. How many do you have on hand now? 

Mr. Sweeney. I thing 3,100. 

Mr. Tuomas. Well, you are not doing too well, are you? Tight 
money has hurt you, too. How much loss did you take on each one 
of them? 
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Mr.-Sweenery. Ido not think we have taken a loss per se. We have 
made a paper profit on them. But if we were to liquidate the total 
acquisition that we have today 

Mr. Tuomas. By paper profit, you mean how much you own on the 
guaranty, and if you turn around and sell it 

Mr. Sweeney. And got paper profits. 

Mr. Tuomas. You did:not take a loss then ? 

Mr. Sweeney. No, sir. We are about $9 million to the good on 
tétal acquisition. 

Mr. Tuomas. That is a pretty good operation then. I guess you 
have to spend a little money on them for rehabilitation. 

Mr. Sweeney. Yes, sir, pay commissions for selling them, market- 
ing expense. 

Mr. Tuomas. Yet you had a $9 million paper profit? 

Mr. Sweeney. That is tentative. 

Mr. Tuomas. On how many? 

Mr. Sweeney. On the 16,000 sales. 

Mr. Tuomas. Anyway, up to date, of the 16,298 that you have sold, 
transferred, or what not, you have a paper profit of $9 million? 

Mr. Sweeney. That is right. 

Mr. Tuomas. You had an ascending market all that time. What 
does it look like today when you have a descending market? 

Mr. Sweeney. I think the terms upon which we sold those are very 
favorable. We try to get a 10 percent down-payment. There are 
very few no-downpayment loans made on those sales. 

Mr. Tuomas. How many prospective foreclosures do you have over 
in the shop now? What does it look like, for the next 6 or 7 months, 
what your foreclosure workload will be? 

Mr. Sweenery. On guaranty loans. Well, we anticipate about 6,680. 
So far the first 6 months we had 3,309. On home loans we estimated 
6,128, and we are only 2,930 for the first 6 months of this fiscal year. 
With a high-level economy, I think we would have this same normal 
foreclosure rate. 

Mr. Tuomas. Your foreclosure rate as of today is just about in keep- 
ing with what it has been the last 3 or 4 years. 

‘Mr. Sweeney. Numerically it is going up, but percentagewise the 
outstanding loan has been going down. It has dropped down from 
about 1.7 in 1951 to less than 1 percent today, or ninety-four one- 
hundredths of 1 percent today. 

Mr. Tuomas. Of course, as you get more loans outstanding, you are 
going to take back more. Percentagewise it is going down? 

Mr. Sweeney. That is right. 

Mr. Tuomas. That is a pretty good record. 

Mr. Hietry. Another factor is that we have to watch in any building 

roject that we do not dispose of a home at a low figure that will 
jeopardize the value of the other veterans’ homes that are in that 
same area. We have to watch that, too. 

Mr. Osrsrtac. I think that is a very good point, Mr. Chairman. 

Mr. Hiatey. It could hurt the value of the other homes there. So 
we do not dump. We try to make a real sale out of it. 

Mr. Swreenry. Mr. Chairman, when I was referring to those starts 
for this year, you know we still have our applications coming in for 
existing housing. I hope you did not think I was just limiting the 
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applications to 300,000 new units. We will have 200,000 or more ap- 
plications on existing construction. 

Mr. Tuomas. How much do you anticipate your workload will fall 
off in 1958 as compared to 1957? 30 percent? 33 percent? 25 percent? 

Mr. Sweeney. Mr. Chairman, let us assume that there is a full 
free amount of mortgage money and we anticipate the World War 
IJ entitlement expiring July 1, 1958. There is no promotion on our 
part for asking for an extension of the World War II entitlement. 

Mr. TxHomas. You should not cut it off because one of the boys 
did not take it. 

Mr. Sweenry. We are abiding by the law and setting up our ad- 
ministrative machinery based on that determination. 

Mr. Tuomas. What is your best guess? How much less is it going 
to be this year than last year, your whole workload? 3314 percent! 
30 percent ¢ 25 percent? 

Mr. Sweeney. Sir, I am not going to auction this one off because 
there are too many imponderables in this. 


DIRECT LOANS TO VETERANS 


Mr. Tuomas. All right. Give me your money over here, your 
program. What is it? Will you put page 23-1 in the record at this 
point? — 

(The information referred to is as follows :) 


Direct LoANsS To VETERANS AND RESERVES, VETERANS’ ADMINISTRATION 


Loans are made to veterans for the purchase, construction, or improvement of 
homes, including farm residences, only where guaranteed private mortgages 
cannot be secured.. The proceeds of loan repayments and loan sales are available 
for making additional loans. Appraisal and foreclosure expenses are met from 
interest income, and administrative expenses are borne by the appropriation for 
general operating expenses, Veterans’ Administration. Public Law 1020, 84th 
Congress, extends the program to June 30, 1958, at which time outstanding loans 
ar estimated to be $614.2 million, an increase of $181.7 million over 1956. 

Borrowing authority in the amount of $584.1 million had been authorized 
through June 30, 1956. An additional $150 million has been authorized for fiscal 
year 1957, at a quarterly rate of $50 million less the proceeds of loan sales in the 
preceding quarter. Public Law 1020, 84th Congress, did not extend the borrow- 
ing authority for fiscal year 1958. Of the maximum $150 million borrowings 
authorized for 1956, only $93 million was utilized because of the relative success 
of the voluntary home mortgage credit program. However, in view of the exten- 
sion of loan-making authority through 1958 without like extension of borrowing 
authority, it is expected that the maximum borrowing authority will be exercised 
in 1957. Of the total funds to be made available from borrowings and program 
operations, it is expected that $114 million will be disbursed for loans in 1957, 
and $136.8 million in 1958, 

The net budget expenditure for operations was $53.7 million in 1956. It is 
expected to be $73 million in 1957 and $90.9 million in 1958. Interest earnings 
of $24 million are anticipated in 1958, up $6.9 million over 1956. Expenses are 
expected to increase only $3.9 million, resulting in an improved net income for 
the year of $10.3 million, and increasing retained earnings (reserve for losses) 
to $40.4 million at the end of the year. The net principal of the fund as of 
June 30, 1958, is estimated at $731.2 million, an increase of $150 million over 
June 30, 1956. 
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Workload, average laan, and total cost 

agri eobinamanceiing ses LSRisiieteeiaeeatd OTT ————_—_——_—— 

Actual, | Estimated, 

fiscal year | fiscal year 
1956 1957 


Weintber of loenes - 26!) Joi Liigss-csee--beeeee- 12,246 | 15, 000 | 
| 


Average per loan._..-----. é see Beatie ad $7, 549 7, 600 
Total loans_-__- po Sibh Se ids $92, 440, 385 $114, 000, 000 


Repayment of loans... .._-. 6st $24, 794, 343 $27, 000, 000 
Sale of loans. _-___....__--- A $5, 319, 568 $6, 000, 000 | 
Writeoffs of loans. ___...._-....-...-.--- : $25, 786 $34, 000 | 
Net amount loaned -- ‘ eats | $62, 300,688 | $80, 966, 000 | 
Loans outstanding end of year: 

Number --_-_-_--.- 3 


66, 839 78, 990 | 
$432, 488,082 | $513, 454, 082 





Mr. THomas (reading) : 


The net budget expenditure for operations was $53.7 million in 1956. It is 
expected to be $73 million in 1957 and $90.9 million in 1958. Interest earnings 
of $24 million are anticipated in 1958, up $6.9 million over 1956. Expenses are 
expected to increase only $3.9 million, resulting in an improved net income for 
the year of $10.3 million, and increasing retained earnings (reserve for losses) 
to $40.4 million at the end of the year. ‘The net principal of the fund as of 
June 30. 1958, is estimated at $751.2 million, an increase of $150 million over 


June 30, 1956. 

“Workload, average loan, and total cost.” This is direct loans to 
veterans. “Number of loans.” What are these loans for? 

Mr. Sweeney. Purchase of homes and farms. 

Mr. Tuomas. What for, business? 

Mr. Swreney. We do not make direct loans for business. 

Mr. Tuomas. Total loans $136 million. That is for 1958. Thatisa 
guess; is it not? 

Mr. Sweeney. Yes, sir. That will be a carryover from our authori- 
zation we have up through June of this year. As you well known, 
the Congress extended the direct. loan program for 1 year to July 
1958, but it appropriated no money. 

Mr. Tuomas (reading) : 

Loans are made to veterans for the purchase, construction, or improvement 
of homes, including farm residences, only where guaranteed private mortgages 
cannot be secured. 

Are your operation and loans financed through the Treasury? 

Mr. Sweeney. As of December 31, we have $117 million. We have 
authorization to draw $50 million in this quarter and $50 million the 
next quarter. That would make $217 million plus $15 million in 
repayments, anticipated in the third and fourth quarters, so that by 
June 30 we would have $232 million. 

Mr. TxHomas. What interest do you charge on these loans? 

Mr. Sweeney. Four and a half percent. 

Mr. THomas. As of today what is your best guess as to how you 
stand? Have you lost money? Have you broken even ? 

Mr. Sweenry. No, sir: we have set up a reserve of 5 percent, a little 
better than 5, of better than $25 million. The payment performance 
on the direct loan far surpassed the guaranteed loan. I would like 
to have you review that table, sir. 

Mr. Tuomas. Where is this in the book? 

Mr. Sweeney. That is not in the book. 

Mr. Tuomas. What is the total amount of guaranteed loans? 

Mr. Sweeney. $38 billion; home loans $38,800 million. 
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Mr. Tuomas. What is the total amount of your guaranteed loans? 

Mr. Sweeney. Direct? 

Mr. Tuomas. Yes. 

Mr. Sweeney. We made $680 million direct. We sold about $48 
million. We had about $85 million repaid. We have a balance of 
about $462 million. 

Mr. TrHomas. You think in both programs you are going to break 
even and have a little surplus ¢ 

Mr. Sweeney. Wethink so, Mr. Chairman. 

Mr. Tuomas. Well, your rate of foreclosure indicates that you cer- 
tainly are not going to fone a quarter. Do you think you have lost any 
money as of this date on the new program ? 

Mr. Sweeney. No, sir. 

Mr. Tuomas. Direct loans or your guaranteed ? 

Mr. Sweenry. Neither one. If we were to write off some of the lia- 
bility accounts that we have on the guaranteed program, sir, that is 
the accounts that the veterans owe us, and were to take a certain per- 
centage, I mean close the books today, the guaranteed program would 
cost us roughly about something under $25 million for the 12 years’ 
operation. Now on the other hand, the direct loan program, we have 
about a 514 day or little over 5 percent reserve or about $2514 million, I 
think it is now, as against this oustanding loan balance of $462 million. 

Mr. Tuomas. You think you would stand about a $25 million loss 
as of today ? 

Mr. Sweeney. If we were to close the books today. 

Mr. Tuomas. How do you arrive at that figure ? 

Mr. Sweenry. By writing down some of our property investments 
and writing off the liability accounts that the veterans owe us as a 
result of these claim payments. 

Mr. Tuomas. What part of that $25 million would accrue by virtue 
of that 230 pieces of property you have on hand now? 

Mr. Sweeney. You mean the writedown? 

Mr. Tuomas. Yes. 

Mr. Swrenry. Maybe $3.5 million. About $21.5 million owing by 
veterans. 

Mr. OstrertaG. From your experience over 12 years, do you find that 
the veterans generally, after they contract to buy a home, make an hon- 
est and rather determined effort to pay off? 

Mr. Sweeney. Yes, Mr. Congressman, and surprising or not, when 
you analyze the claims—you know there has alw: ays been a discussion 
of whether you have a no-down-payment loan as against an equity- pay- 
ment loan—when you analyze the payment performance regardless of 
whether they have a no-down-payment loan or equity loan, ‘it is 50-50. 
It is surprising the attitude that the majority of the veterans take 
toward th eir obligation. Surprising enough, a high percentage of 
them have already paid their loans in full. “Tn fact, 20 percent of the 
home loans have been paid off in full, amounting to about $6 billion, 
as [ mentioned a while ago. 

Mr. Osrerrac. In other words, they have made a most commendable 
record ? 

Mr. Sweeney. Yes, sir. 

Mr. Osrertac. The record is amazing. It is difficult to believe the 
overall size of Government loans in that amount of money to the vet- 
erans, all of them young, and it is pleasing to know that they have 
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come through with the obligational payments to that degree. I think 
it is a great tribute to them. 
Mr. Sweeney. We have to commend them as much as we can some- 
time. They are doing a grand job. 
Mr. Tuomas. Gentlemen, everybody is tired. 
over in London. Let us meetin the morning at 10. 


It is past 8 o’clock 


Turspay, JANUARY 31, 1957. 
Mr. THoms. Gentlemen, will the committee please come to order, 
When we adjourned yesterday we had just completed the Loan 
Guaranty Section of the Department of Veterans Benefits. Let's 
look at “Contact” page 6-35. 


CONTACT PROGRAM 


Mr. Stone. 6-37. 
Mr. Tuomas. Mr. Reporter, I wonder if you would be good enough 


to put page 6-37 in the record at this coe 
(The document referred to is as follows :) 
DEPARTMENT OF VETERANS’ BENEFITS, FreupD—Conract, $9,956,979 
Summary of requirements 


Increase 
or de- 


Estimated, | Estimated, 

fiscal vear fiscal year crease. ( 

1957 1958 | 1958 over 
1957 


fiscal year 
1956 


01 Personal services: 


Average employment. --_--.-- 


1, 881 1, 804 | 


— $355, 652 
—2, 000 


+549, 463 


$9, 169, 732 | 
130, 000 | 


| $0, 525, 384 
02 
11 


Travel, employee nab hd. Lé da 
Grants, subsidies and contributions: Con- | 
tribution to retirement fund -| 


549, 463 | 


Other objects of expenditure 


Total eost_.... 





129, 483 


$9, 962, 702 





} 
| 
| 
Tr 
132, 000 
mai 


$9, 770, 112 


107, —4, 44 


+$186, 867 


784 | 


$9, 956, 979 | 





Summary of major workloads 


Personal interviews 

Telephone interviews. __._..._......-- 
Applications and forms prepared___- 
Correspondence prepared -_._._--- 


|} Actual, 
| fiseal year 


| Est 


1956 | 


5, 729, 583 | 
4, 948, 990 
3, 422, 045 | 
1, 591, 473 | 


fiscal year 


Estimated, 
fiscal year 
1958 


imated, 


| 
| 
| - 


1957 
. | 
5, 564, 000 | 
4, 807, 000 
3, 323, 000 | 
1, 546, 000 | 


1, 215, 893 | 
| 


Counter interviews 1, 181, 000 


Mr. Tuomas. What is that—employment in the district offices! 
There is an overall table showing all these. Is that table on page 6-19! 

Mr. Wetts. Yes, sir. 

Mr. Tuomas. We have to refer to that table in order to keep this 
thing clear. 

The table on 6-87 gives the field employment for 1958 as 1,804 
against 1,881 for 1957, a decrease of 77.. That is in the field. We will 
tie that in. 

Mr. Monk. It is 29 in the central office, Mr. Chairman. 

Mr, Tuomas. Where is that? I don’t see it. 
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Mr. Monk. It is included in this 

Mr. Tuomas. It is not included in the table on page 6-19, though, 
the central office, is it? 

Mr. Monk. It is a part of the field service. 

Mr. Tuomas. Don’t you have some folks in the central office? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. How many? 

Mr. Monk. Twenty-nine. 

Mr. Tuomas. They are not included in this figure of 1,804 for the 
field ? 

Mr. Monk. No, sir. Those are in addition. 

Mr. Tuomas. Was that just a clerical error in not including them 
in this table on 6-19? 

Mr. Stone. They are included in field service. They are a part of 
that Division of Field Service. 

Mr. Tuomas. You say “Yes,” and Mr. Monk says “No.” 

Mr. Monk. I understood you to ask me if they were in the field fig- 
ure of 1.804. 

Mr. Tuomas. That's right; and you say “No.” 

Mr. Monk. No, sir; they are not. 

Mr. Tuomas. So that figure, then—to be accurate—instead of 1,804 
ought to be 1,829 4% 

Mr. Monk. 1,833, if you include the central office people. 

Mr. Tuomas. It has to be included some place. You don’t want 
them dangling around without a place to go, do you? 

Mr. Monx. They are in the figure on 6-19, “Field Service.” 

Mr. Tromas. Where ? 

Mr. Monk. Do you have page 6—19 there ? 

Mr. Tromas. I am looking right at it. 

Mr. Monk. Field Service, the last line on that top group. That fig- 
ure of 66 includes 29 contact people. 

Mr. Tuomas. Where are the others? Who are they charged to? 

Mr. Monk. The field people are on 6-37. 

Mr. Tuomas. Who are the other 35 people with ? 

Mr. Monk. In the field service ? 

Mr. Tomas. Yes. 

Mr. Monx. Those are the staff supervisory people that have charge 
of the area supervisory offices. 

Mr. Tuomas. This minus 77—is that a firm figure now or do you 
subtract that 

Mr. Monk. No, sir, that is a firm figure. That is a net reduction in 
the field contact program. 

Mr. Tromas. All of these 1,804 are in the field, then ? 

Mr. Monk. Yes, sir. 

TRAVEL EXPENSES 


Mr. Tuomas. What is your unobligated balance as of January 1 or 
some recent date on your travel? I notice you have $130,000 set up for 
travel. I thought these people were all located right there in town. 
Where do they travel ? 

Mr. Monx. These people travel away from office contact service 
where the veteran is not physically able to come into the office, and they 
travel into the regional office for instruction purposes. About once a 
year they bring the people that are located in the outlying offices into 
the regional office for a brushup course. Then we have regional office 
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ocations. 

Then we also have itinerant service where we do not have a VA office, 
but we sent a contact representative out to spend a day or 2 days on 
location, 

Mr. Tuomas. What do your records show as your obligations up to 
January 1 or some recent date on your travel for this item ? 

Mr. Monx. We don’t have that with us. 

Mr. Baker. Mr, Chairman, up through the end of November they 
had spent $67,278 for travel on the contact program. 

Mr. Tuomas. Almost half of it? 

Mr. Baker. Just about; yes, sir. 

Mr. Tuomas (reading) : 

The contact program provides, within the Veterans’ Administration, a single 
source of personalized service to veterans and their dependents. Representing 
the Veterans’ Administration to veterans and their dependents on matters deal- 
ing with VA-administered benefit programs, the contact program affords all 
interested in veterans’ benefits with an opportunity to discuss personally specific 
inquiries on benefit matters. 

What is contained in this item, “Other objects of expenditure,” 
$107,784 against $112,728 last year? You wrap up rather neatly 
there $107,000. What is it for? 

Mr. Monk. $8,700 of that is transportation of things—that 
shipment of household goods where we move people; $18,000 is 
communications services ; $29,000 is the contribution to the employees 
life-insurance fund ; $4,000 for repair of furniture; $14,000 for sup- 
plies and materials ; $28, (000 for equipment. 


NUMBER OF VETERANS AND RELATIVES 


Mr. Tuomas. Mr. Reporter, put page 6-38 in the record. 
(The document referred to is as follows :) 


Total veterans in civil life: 
World War I 3, 025, 000 
World War II . 15, 357, 000 
Korean ‘ * 4, 936, 000 
All other A ' 128, 000 


ene 22, 564, 000 

Total wives v- 17, 700, 000 

Total children 24, 000, 000 
Total other (relatives by blood, marriage or r adoption living in family 

units headed by veterans) 11, 200, 000 


Estimated number war veterans and families________ 75, 464, 000 
1 Includes 882,000 with service in World War II. 


Average employment—Breakdown of personnel by type of station served 


| 

Increase (+) 

Actual, Estimated, | Estimated, or de- 

fiscal year fiscal year | fiscal year crease (—), 
‘ f, 

1958 


Regional office . 

VA offices 

VA hospital and domiciliaries 
Non-V A locations. . nai 





Weems. ACh isi, nd S ‘ 
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An explanation of the requirements by type of office served is as follows: 


Regional offices: 
Fiscal year 1956 eee ; 842 
Fiscal year 1957 : 820 
Fiscal year 1958____-__---- is 790 

It is estimated that a total of 790 average employment will be required in the 
regional offices in fiscal year 1958, for a net reduction of 30-employment. under 
fiscal year 1957. Supervisory personnel have the responsibility for the effective 
operations of the contact program at all installations; namely, VA offices, VA 
hospitals and domiciliaries, and non-VA locations, in addition to the contact 
personnel situated in the regional office. The effectiveness of the contact pro- 
gram as a whole is dependent upon the quality of work produced by these 
employees. 

Mr. Tuomas. It shows the total number of veterans, which is an 
interesting figure to bearinmind. World War I is3,025,000. World 
War II is 15,357,000. Korean, 4,936,000, and all others, 128,000, 
making a total WetaD oP cert of 22,564,000. _ 

Total wives, 17,700,000. Total children, 24 million. Total other 
relatives by blood, marriage, or adoption living in family units headed 
by veterans, 11,200,000. ; Ag 

Then the grand total of war veterans and their families and de- 
pendents—this big figure of 24 million total children, does that in- 
dude all dependents ? 

Mr. Monk. Only children of veterans. 

Mr. THomas. Sane they had a child 35 years of age. I notice 
some of the World War I veterans had some children 1 year old, I 
guess some of them might have some 30 or 35. 

Mr. Monk. This would include all children. 

Mr. Tuomas. Not necessarily dependents? 


Mr. Monk. Not necessarily dependents. 

Mr. Tuomas. So we will say families, kinfolks of veterans, and 
the veterans themselves, the population is 75,464,000. That doesn’t 
mean that outside of the veteran population iself of 22,564,000, that 
the other 53 million are necessarily all dependents. However, it is a 
fair assumption that a liberal percentage of them are. 

Mr. Monk. That is correct. 


BREAKDOWN OF PERSONNEL BY TYPE OF STATION 


Mr. Tuomas. This breakdown—is this the location ? 

Mr. Monk. That is the location of the 1,802 people. 

Mr. Tuomas. This table is quite interesting. You have 790 in the 
regional offices. How many regional officers do we have now ? 

Mr. Monk. Sixty-seven. 

Mr. Tuomas. Sixty-seven or sixty-two? 

Mr. Monk. Sixty-seven. 

Mr. Tuomas. .. thought we had been using that figure of 62 VA 
offices ; 647, what offices are they ? 

Mr. Monx. Those are offices in towns that are away from the town 
in which the regional office is located. 

Mr. Tuomas. Less than a regional office? 

Mr. Monk. Less than a regional office. In a large number of these 
cases, there is just one man and girl. 

Mr. THomas. You have 350 in VA hospitals and domiciliaries. 

Mr. Monk. That is right. 
_ Mr. Tuomas. That is more than one to an institution, then, isn’t 
it—350?% Non-VA locations, 17. What is this—State homes? 
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_ Mr. Monk. State homes and other facilities. .The non-VA loca- 
tions are spelled out on the next page there, 6-39. 


VALUE OF CONTACT SERVICE 


Mr. Tuomas. How much value do you attach to this contact service? 
I talked with the Administrator about it one day, and he had some very 
positive ideas. Are your ideas the same now as they were then, a 
couple of years ago? What is your thinking on it now, Mr. Higley! 

Mr. Hiétey. I think it is very important, and I believe it pays be- 

cause it saves us a lot of work in having questions answered before 
they come into an office. Right. now we are particularly interested 
because when there is a new law, it is of tremendous value. 

It also gives us a chance, and I believe this is important—to give 
good service because we can find out when there is something wrong, 
and maybe straighten out somebody that is in trouble. Contact peo- 
ple know what it is all about; they are well educated in our program. 
They are splendid people. They may go right to anyone in trouble 
and unravel their difficulty —which is not only good for us and 
saves a lot. of work, but I believe that in the long run the more peace 
we can keep throughout the country among veterans who are in 
trouble, the less 

Mr. Tuomas. What do you mean “veterans in trouble”? 

Mr. Hietry. I mean veterans with claims, people who are sick, who 
have an involvement in whatever is wrong. You have to go and hel 
them out. There is no use calling them in because they aren’t able 
to bring along what is involved. 

I believe this service is relatively very, very cheap service. It pays, 
I believe, big dividends. 

Mr. Tuomas. The total cost is $9,956,979. Do you think it is worth 
the money ? 

Mr, Hietey. I do; yes, sir. 

Mr. Tuomas. On that basis, you say it saves you a lot of time and 
effort and trouble. That will save you how many employ ees other- 
wise? $10 million worth of employment? Say $7,000 to the em- 
ployee, or $6,000. How many employees would that be? 

Mr. Hrerxy. 1,800 or something like that—at approximately $5,000 
per annum. If you look at the : summary of major workload right 
under the sheet where you are looking. 

Mr. Tuomas. I noticed those figures, but those figures don’t mean 
too much. What is a personal interview ? 

Mr. Hictry. That means when a person comes right in and sits down 
at the desk. That doesn’t have to be right in the office. That is 
wherever they do have to go and talk to a person—a beneficiary, a vet- 
eran, or whoever might be involved. 

Mr. THomas. Of course these programs are getting well along. As 
a matter of fact, some have expired—almost expired, anyway. - They 
have been revised once or twice. Yet your workload is certainly 
showing some indication, if these tables mean anything, of less calls, 
less interviews, less forms prepared. 

Mr. Hietey. Just take this last, bill that was passed, the Servicemen’s 
and Veterans’ Survivor Benefits Act. This is something about which 
we are going to have to give almost personal attention to be sure that 
a widow selects the form of payment that is intended for her.” The 
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ayment is geared up to what her husband was getting in the service. 
So you open up a new area where a lot of personalized thinking in 
connection with each plan is essential. 

To the extent that we can use these people to help out all these folks, 
we save a lot of correspondence and a lot of turmoil. 

Mr. Tuomas. | guess it is true that the average person—we are all 
alike in that regard—would rather sit down and talk about the matter 
than try to spell it out in the form of a letter. 

Mr. Hieixy. Of course an interview is worth 10 letters because in 
an interview you speak and answer and speak and answer, and the 
problem is cleared upon. 

(Discussion off the record.) 


DUPLICATION OF CONTACT SERVICE BY STATES AND VETBRANS ORGANIZATIONS 


Mr. Jonas. How much duplication of effort exists in this contact 
service? All the service organizations now have contact service. 
Every county in my State, I know, has a veterans’ service officer. 

Mr. Tuomas. Most of the big posts. 

Mr. Jonas. Most of the big posts. It seems to me that in view of all 
that extra effort on the part of local communities and States and service 
organizations that you might begin to cut down a little on the contact 
esrvices provided by the VA. 

Do you have any comments on that? 

Mr. Hiciey. In general I would say it all works toward the same 
end. The extent to which they help varies, I suppose, throughout the 
country. 

My basic feeling is that we should not turn over a program of this 
magnitude and importance, to outside organizations who have no 
connection with the Government. 

Mr. Jonas. Why? You have outside organizations doing the work, 
why should we provide the extra service if it is not needed 4 

Mr. Hiciey. Because we have to have our connecting link all the 
way down when we put out the new regulations and to try to see that 
this whole program works. It is up to us, I think, to see that required 
information and help gets to the veteran. 

It is true they do the same thing, but we would have no way of 
controlling that at all if we were depending on them. You see, these 
contact people are our people, educated by us, are educated how to 
handle the veteran, how to make this program work as smoothly as 
possible. 

But it is far more effective to have some of them located in these 
various towns because it is that much more convenient. If the work 
was done by an outside organization and you know there are many 
of them of all varying degrees of activity and ways of doing things— 
some rivalry perhaps—we would have no control over that at all. 
I don’t think the work would be done in a way that would help us. 
That is what this service is for—to help us as well as the veterans. 

Mr. Jonas. I would not agree that the only purpose is to help the 
Veterans’ Administration. I think what we need to think about is 
not necessarily helping you with your work alone, but to find out 
whether the information the veterans need is available to the veterans, 
and, if it becomes available through a State agency, I don’t see any 
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reason why we should duplicate it on the Federal level—if there jg 
duplication. 

n many places I am quite sure there is not any duplication. But 
in many localities there are 2 or 3 different organizations doing the 
same work. It seems to me that some effort should be made to consol- 
idate that, if by doing so we can provide the essential services at 
a reduced cost to the taxpayer. 

We have a veterans’ service officer, or more than one, in every county 
in North Carolina. I don’t know offhand how many contact officers 
or officials you have in North Carolina, but it may be that they are 
all needed to provide the information. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Vursett. How many people are engaged in these far-flung con- 
tact offices? For instance, how many offices do you have? I assume 
you are talking about these offices at the lowest level of your contact, 
out among the people; is that right? 

Mr. Hieiey. That is right; in another city of some consequence, 
but removed somewhat from the regional office—maybe 50 or 55 miles 
away from the regional office. 

Mr. Tuomas. There are 790 of those, Mr. Vursell. 

Mr. Hierry. Six hundred and forty -seven. He is talking about 
these VA contact offices that are in other cities. 

Mr. THomas. Smaller towns, yes; 647. 

Mr. Monx. There are 292 such locations. 

Mr. Hietey. Two hundred and ninety-two locations, but 647 people. 

Mr. Vourseui. In other words, in most places you have, maybe, a 
secretary or stenographer 

Mr. Hretry. And a contact man. 

Mr. Voursett. And a contact man. Now, that contact man is paid 
through your organization. 

Mr. Hietry. That is right. He is our employee. 

Mr. Vursett. What is their average salaries—$2,500, $5,000, $6,000? 

Mr. Monk. In the neighborhood of $5,000. 

Mr. Vursett. Do you know how many there are in Illinois, at 
least this particular type of contact service ? 

Mr. Jonas. Mr. Chairman, I understand, for example, the District 
of Columbia is spending approximately a hundred thousand dollars a 
year on the District Veterans Service Office. Is that correct? 

Mr. Hrierry. I believe Colonel Leonard is in charge. 

Mr. Jonas. The main office of the Veterans’ Administration is here. 
It strikes me we are all taxpayers, and somewhere along the line that 
service ought to be provided effectively with less money and with less 
duplication. 

Mr. Hieitry. May I ask: Do you have a contact man here in the 
District working the same as Colonel Leonard works? 

Mr. Stoner. Yes, we have contact representatives in our Washington 
office. 

Mr. Jonas. How many? 

Mr. Monk. We have 29 in the Veterans Benefits Office—that is over 
in the Munitions Building. We have 15 in our central office. 

Mr. Jonas. 29 and 15. Are they all Federal employees? 

Mr. Monk. Yes, sir. 

Mr. Jonas. That is 44? 
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Mr. Stone. That includes stenographic help, too. 

Mr. Jonas. How many do they have in the District office? 

Mr. Sronr. I have no idea, sir. We have nothing to do with that. 

Mr. Jonas. I understand the cost is a hundred thousand dollars a 
year to the District. 

Mr. Stoner. We had, I think, last year about 5 million personal 
contacts into our contact offices. It is only natural that veterans and 
their wives and dependents come to the agency office administering the 
program. If we didn’t provide the contact serv ice, make the informa- 
tion easily and readily accessible to them, they would come into our 
offices. Our people who are working and doing the day-to-day work 
would be interrupted and would be unable to do their work. 

So we have provided a contact service to stop that and to give them 
the information. The man or woman comes in and has trouble with a 
claim, thinks he isn’t getting enough or something of that nature, the 
folder is immediately sent for and ‘br ought to the contact desk. They 
review it, go through it with the claimant, and advise what is the 
proper procedure, 

Of course, we couldn’t turn over our folders to State institutions or 
State people or anyone outside of our offices. So the State service 
offices and post service officers would not have that advantage in their 
offices. 

We provide by legislative act space for the service officers in our 
regional offices. That is where their office is. We make available 
to them in the promotion of their claims work the use of the claims 
folder under guidance and control of our people. There is duplica- 
tion, as you may call it, in some ways. They present their work in 
prosecuting a claim, as they call it. They aid the veteran or the 
daimant in getting evidence, writing out to the War Department, 
to the records centers, to individual veterans, and getting information 
forthem. It is a great aid to the veterans and their dependents. 

Mr. Jones. Do you have any statistics which will show how many 
eases are disposed of in the contact office? What I am trying to find 
out is if most of the cases, if not all of them, finally go to the regional 
office anyway. 

Mr. Sronn. Yes, sir. They don’t take any action in any of the con- 
tact offices other than aiding them in filling out the application, ad- 
vising them of the ev idence necessary, and it is all submitted to the 
regional office for the action from the papers. Very few of the 
veterans or dependents get into the regional office working part of it 
other than contact. 

Mr. Jonas. I can’t see what the contact officer does, then, that the 
State officer couldn’t do. He can’t adjudicate a claim. He can’t 
settle a claim. All of the interviews he has results in the case going 
to the regional office anyway. 

Mr. Srone. It provides information and guides the claimant in the 
proper way to do it. We might get ill advice from some post service 
oficer, although most of your service officers are fairly well trained. 
We provide all of the information for them, and they do a pretty good 
job, But just allowing somebody to file a claim improperly would be 
very bad, because it would only come in and would have to be sent 
back. Then they would possibly get part information and we would 
never have a complete amount of information necessary to properly 
adjudicate a claim. 
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So it is necessary and saves an awful lot of time and personnel to 
have everything in order. That is done before it gets to the adjudica- 
tory service. ‘There is a tremendous saving of time of the people who 
actually have to decide that case, whether or not he should draw com- 
pensation or a pension. 


CoMPENSATION AND Pensions, Freup, ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Let’s take a look now at compensation and pensions, 
Mr. Budget Officer, when we work out this administrative cost, get 
some big money sheets and have your tab consolidated. Understand? 


SUMMARY OF REQUIREMENTS 


Turn to 6-41, Mr. Reporter, I wonder if you would be good enough 
to insert 6—41 in the record at this point. 
(The information is as follows:) 
DEPARTMENT OF VETERANS BENEFITS, FieELD—-COMPENSATION AND Pension, 
$23,335,375 


Summary of requirements 





. empie 
| Increase (+) 
Actual, Estimated, Estimated, or de- 
fiscal year fiseal year fiscal year | crease (—), 
1956 | 1957 1958 1958 over 
| 1957 


Average employment ; i 3, 877 | 3, 766 | 3, 762 ~4 


Cost: 
01 Personal services. --_- _.| $21,925,411 | $21,632,663 | $21, 473, 496 | —$159, 167 

02 Travel, employee 76, 900 47, 000 47, 000 abd. 

11 Grants, subsidies and contributions: 
Contributions to retirement fund | 1, 297, 524 | +1, 297, 524 

Other objects of expenditure-__-_- 744, 958 | 556, 391 517,355 | —39, 306 








so. ¢ Sea Ghe eee dock. lo 22, 746,369 | 22, 236, 054 23, 335, 375 +1, 099, 321 








Summary of major workloads 


Actual, Estimated, Estimated, 
fiscal year fiscal year | fiscal year 
1956 1957 1958 


Rating actions (disability) 1, 219,131 | 1, 115, 000 | 1, 161, 000 


Authorization actions (disability) 748, 691 10, 000 704, 000 
Rating actions (death) : | 84, 005 85, 000 86, 000 
Authorization actions (death) ___- Sabian | 496, 652 666, 000 508, 000 


A total average employment of 3,762 is required to perform the functions of 
this activity, which is operated through the adjudication divisions in regional 
offices, the claims services in district offices, and the Compensation and Pension 
Service of the Veterans’ Benefits Office in Washington, D. C. 

Mr. Tuomas. This is administrative costs showing the average em- 
ployment, and this is purely field and we have to go back over here 6-9 
again, and you have 95 people in the central office; is that correct 

Mr. Monk. That is correct. 

Mr. Tuomas. So this figure of 3,762 ought to have 95 added to it to 
give acomplete picture; is that right ? 


~ Mr. Monk. That is for the total. 
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Mr. Tromas. So you have 3,762 employees for 1958 against 3,766, 

rsonal services, $21,473,496 against $21,632,663 for 1957, a decrease 
of $159,167, and 4 less employees / } 

Mr. Monk. That is correct. 

Mr. THomas. Explain it a little bit more. 

Mr. Monk. I will explain it. That does need some explanation. 
In this 1957 figure, there is about $225,000 that is to be spent in over- 
time work, largely in our district offices, to process these claims under 
Public Law 881. That workload is going to fall on us in a relatively 
short period of time. 

Mr. THomas. What is Public Law 881 ? 

Mr. Monk. That is the Survivors’ Benefit Act. That heavy work- 
load, when all of these people have an opportunity to elect under the 
new law, will fall in our district offices, and it will come here in the 
last few months of the last calendar year and the first few months of 
this calendar year. So the figure of $21,632,663 reflects a large cost 
that will not be repeated in 1958. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. How much is Commissioner Phil Young costing you 
this year —$1,297,524 ¢ 

Mr. Monk. Yes, sir; inthis program. 

Mr. THomas. That is what I am talking about; in this program. 
What about the $47,000 for travel, in round figures, against the same 
amount last year ¢ Who is doing this traveling ? 

Mr. Monk. Those are people in the regional offices. They largely 
travel to the hospitals in connection with claims that have been filed, 
to discuss with the medical people the physical examinations in 
connection with the claims. 

Mr. ‘THomas. You pay this money to General Services or who? 

Mr. Monx. No; this would be paid to individuals. 

Mr. Tuomas. For the use of their own automobiles? 

Mr. Monk. Part of it would be for their own automobile. 

Mr. Tuomas. What are you paying them now a mile, 6 cents or 
Teents ? 

Mr. Monk. It varies from 8 cents to 10 cents a mile. The maximum 
is 10. Many of our officers are paying less. 

Mr. Tuomas. What about these other objects, $517,355 in 1958 
against $556,000 ? 

Mr. Monk. The big item in that “Other objects” figure is flags; 
$320,000, flags for burial purposes. Then there is $68,000 in there for 
contribution to the employees’ life insurance. 

Mr. Tuomas. Break it down right quick. Summarize it again. 

Mr. Monk. In total? 

Mr. Tuomas. Yes. 

Mr. Monk. Transportation of things. 

Mr. Tomas. Your $517,355 is made up of what items? 

Mr. Monk. “Transportation of things”; shipment of household 
goods, people that move. $20,657—— 

Mr. THomas. Who got a little tired on us about this time, when 
they wrote down that figure and didn’t spell it out? You didn’t do 
that; did you, professor ¢ 

Mr. Monk. No, sir. It is on this table 6-4. 





Mr. Tuomas. I just don’t have that many fingers to go back to 644, 
You have $92,000 here for “Other contractual services.” What is that 
$92,360 for ? 

Mr. Monx. $68,860 of that is contribution to the employees’ life 
insurance fund; $18,000, repair of furniture and equipment. And 
there is $5.500 for other contractual services, 

Mr. Tuomas. That makes the $92,000. What was that figure last 
year ¢ 

Mr. Monk. The total was $92,617. 

Mr. Tuomas. “Supplies and materials,” $328,895, 

Mr. Monk. Yes, sir; $320,000 of that is flags for burial purposes. 

Mr. Tuomas. What was that figure last year? 

Mr. Monk. $321,100. 

Mr. THomas. What do those flags cost apiece now ?/ 

Mr. Jonas. $4.74 apiece. I would like to inquire what is the size 
of those flags now ? 

Mr. Stone. 5 by 914 feet. 

Mr. Tuomas. Total, all objects, are $23,335,000 this year. What was 
the total figure last year? 

Mr. Monk. $22,236,054. 

Mr. Tuomas. Why the increase? You have fewer employees. 

Mr. Monk. The contributions to the retirement fund was $1,297,000, 

Mr. Tuomas. Does that account for it ? 

Mr. Monx. That accounts for it; yes, sir. 

Mr. Tuomas. How does that make it compare with vour last year’s 
“Other objects”? When you include that one million, two? 

Mr. Monx. When I include the million, two? 

Mr. Tuomas. How does it stack up with last year? 

Mr. Monk. The “Other objects” is less than last year’s. 

Mr. Tuomas. I don’t have the figures here. 

Mr. Monk. It is less. 

Mr. Tuomas. By how much? 

Mr. Monk. $39,306. 

Mr. Tuomas. This year against last year? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Whenever you have those minus marks—there are so 
few—do you think it might help your case a little bit to always empha- 
size those a little ? 

Mr. Monk. We tried to do that on 6-41. 

Mr. Tuomas. You didn’t do it here. I had to do it for you. 


WORKLOAD DATA 


I think it might be well to look over this table here now. Disability 
ratings, beginning for 1956, 1,219,000; 1957, 1,115,000. For 1958, 
1,161,000. Well now you have a slight increase for 1958 over 1957, 
haven't you? 

You say that is actions. What do you mean by actions? This is 
the number that you considered? I am looking at your table on the 
bottom of 6-41. Your next column says actions. Does that mean 
you approve for 1956, 691 out of 1,219,131 applications? 

Mr. Monk. No, sir. Those are different things. 

Mr. Tuomas. Explain them right quick, then. 
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Mr. Driver. The rating actions disability at the top, the one million, 
two, constitutes actions by the rating board, either approving or dis- 
approving the award. 

Mr. Tuomas. Dr. Monk just said not. That is exactly what I asked 
him. 

Mr. Driver. Either approve or disapprove. 

Mr. THomas. That is right, total field then, in other words. 

Mr. Driver. Considered by the board; yes, sir. 

Mr. Trroomas. What about your next column ? 

Mr. Driver. Authorization actions would be where the award is 
approved and award made in the case. 

Mr. Trromas. I will repeat my questions then. For 1956, out of 
1,219,131 actions filed, they had approved for disability rating 748,061 
for that same year; is that correct? 

Mr. Driver. Yes, sir. 

The point that Mr. Monk is making, sir, is that in the authorizations 
actions whenever there is a rating taken, we make an award of money. 
In some of the rating actions when we examine the man and find im- 
provement, we reduce the percentage of the disability rating. The 
authorizations actions, therefore, reflect a new award which would 
be a decrease from the previous one. But it would still be an award 
of some money. It sald be more or it could be less money. 


Mr. Trromas. That is just a little variation of what we are talking 
about. After all, it is a final action taken, either plus or minus, over 
the sum total of applications filed. 

Mr. Driver. Yes, sir. All the rating actions don’t represent new 
applications filed. There could be cases that have been on the rolls 


for a number of years and then they are adjusted. 

Mr. Tuomas. In other words, this 1,219,131 for 1956 doesn’t cover 
all on the roll, does it ? 

Mr. Driver. No, sir. A good many remain on the rolls, year by 
year, without being rated. 

Mr. Tuomas. That is disability. Now let’s take the death actions 
here for that same year. 84,405—not much argument when a man is 
dead, is there? That shows an increase for 1957 and an increase for 
1958—86,000 against 85,000. What is the nature of this proceeding 
here now in death-rating actions ? 

Mr. Driver. A death-rating action is taken in a case when it is nec- 
essary to determine whether there was a service-connected disability 
in existence at the time the man died so that we would determine 
whether the widow has entitlement. 

Mr. THomas. The point at issue, if there is any issue, is on the ques- 
tion of whether the veteran is dead. 

Mr. Driver. No, sir. 

Mr. Tuomas. Authorized actions. What does that column mean; 
authorization actions, death ? | 

Mr. Driver. Authorization actions there has the same meaning as 
in the disability case. It is a case where an award is approved for 
payment, and the large disparity there is because in a death case it 
isn’t necessary to make ratings anywhere nearly as frequently as it 
isin a life case. 

The burial awards, for example, don’t require a rating action. 

Mr. Tuomas. I am glad to have that explanation because those 
two figures are a little conflicting. Up there you said some of the 
gentlemen are dead, 84,000 of them. The next one down here, it 
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is 496,000. One deals witha rating. Are you adjudicating the question 
of death ? 

Mr. Driver. We are adjudicating the question of eligibility, based 
upon the presence or absence of the service-connected condition. 

Mr. Tuomas. Is the next column now, the 496,000 figure, an ad- 
judication of death ? 

Mr. Driver. No, sir; the authorization action, 496,652, represents 
awards approved by an authorizer, and there may be several in any 
one case. For example, we could have an authorization for the $150 
burial award. We could have an authorization of a payment of an 
indemnity or an insurance payment to 2 or 3 beneficiaries, depending 
on whether they were designated or not. And we could have an 
authorization action for a death compensation or a death pension 
payment made to a widow or dependent child. 

So there could be several in any one case. 

Mr. Evins. Is the providing of the flag for burial purposes consid- 
ered an authorization action ? 

Mr. Driver. No, sir. 

Mr. Evins. What type of statute of limitations do you operate 
under on providing flags for families of ex-servicemen?’ ‘That is a 
minor matter, but it is sometimes like pulling a tooth to get one issued 
when requested. 

Mr. Driver. Iam not aware of any statute of limitations, sir. 

(Discussion off the record. ) 


CONTACT OFFICES IN ILLINOIS 


Mr. Vursett. You were talking about these contact offices a few 


minutes ago. There is only one veterans’ contact man in the south 
third of Illinois consisting of 45 counties, and that is in East St. Louis, 


Ill. 


What I wanted to ask you is: You just advise these people on what 


their rights are in these contacts whe n they come in. ‘They say, “Well, 
all right; we think we are entitled.” Well, evidently you aren’t en- 
titled. Here is what it is. Or you are entitled, and this is the thing 
to do. 

Is that what they are supposed to do? 

Mr. Hietry. When they come in they usually do not know to what 
they are entitled. The contact man listens to their story and then 
perhaps says, “Well now, here are the possibilities. But in order to 
prove that, you will have to have such and such affidavits. You will 
have to get this information and that information. You will need 
your discharge, you will need your wedding certificate, you will need 
this, you will need that.” 

They assemble all the evidence that might be involved so when that 
case comes to us, it is a workable case. If the veteran did not have 
this help he would probably write us a letter and say, I want a pension 
or something else, We would write back and say, “Well, you will 
have to do this, do that.” 

He would try to do it. He would come in to us and there would be 
something missing. We would write another letter to try to clear 
it up. 

Mr. Vurseiu. I understand. I would just like to say the State of 
Lllinois provides a contact man in, I think, nearly every county in the 
State to help the veterans. 
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Now, by reason of that, you have been able to get, apparently, 
through consolidating what you have to where you don’t need the 
contact work in the southern part of the State evidently, or you 
would have more than 1 office to 35 or 40 counties. But that office 
js used. I know that. But our State people are highly paid by the 
State, so I take it that is the reason you have been able to reduce the 
contacts in southern Illinois, your Federal contact. 

Mr. Hietry You do have a very excellent system in Illinois. I 
know that. 

Mr. Vursettu. It is a very good State. 

Mr. Tuomas. One of the best. 


COMPENSATION AND PENSIONS 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 
1. Compensation: 







(a) Spanish-American War veterans ‘ $814, 506 $710, 640 $630, 720 
(6) Spanish-American War dependents 1, 128, 756 1, 117, 920 1, 083, 600 
(c) World War I veterans_. \ 222, 021, 677 210, 989, 938 199, 509, 066 
(d) World War I dependents 53, 372, 026 59, 226, 932 64, 373, 616 
(e) World War II veterans_-. 1, 041, 306, 401 225 | 1,022, 972, 580 
(f) World War IT dependents. ‘ 297, 919, 606 305 318, 005, 856 
(g) Korean conflict veterans-.- 140, 755, 968 248 163, 470, 084 
(h) Korean conflict dependents-__-. , 42, 898, 960 | 35, 830 | 49, 237, 488 
(i) Peacetime-service veterans | 44, 081, 257 2, 454 | 52, 532, 706 
(j) Peacetime-service dependents 19, 452, 623 26, 849, 070 36, 605, 751 


Total, compensation - - - -- 1, 863, 751, 780 |1, 884, 617, 562 | 1, 908, 421, 467 


2. Pensions: 


(a) Yellow fever experiments 1, 650 2. 400 2, 400 
(b) Mexican War dependents : 3, 684 | 3, 224 
(c) Indian War veterans 187, 650 | 151, 200 
(d) Indian War dependents -- 688, 506 674, 538 


(e) Civil War veterans 
(f) Civil War dependents 
(g) Spanish-American War veterans 


60, 796, 704 








(h) Spanish-American War dependents - -. 54 54, 426, 179 
(i) World War I veterans t ; 38 539, 2 608, 817, 924 

(j) World War I dependents__- 199, 330, 242 212, 322, 224, 897, 569 

(k) World War IT veterans 2 53, 422,436 | 58, 873, 382 | 64, 087, 065 
(i) World War II dependents 21, 546,244 | 23,981, 564 26, 201, 977 

(m) Korean eonflict veterans | 1, 775, 185 2, 625, 372 3, 560, 898 
(n) Korean conflict dependents ; 408, 902 636, 480 1, 025, 976 
(o) Peacetime-service veterans 61, 571 59, 904 56, 826 

(p) Peacetime-service dependents - - 36, 776 34, 830 32, 895 
Total, pensions... 7 882, 693,676 | 963,399,280 | 1,047, 444, 823 


3. Other: ; 
(a) Emergency officers’ disability retirement 


(World War I). 3, 871, 369 3, 771, 120 3, 666, 240 
(b) Adjusted service and dependents pay -- -- 4, 281 1, 902 1, 416 

(c) Subsistence allowance for disabled veteran 
trainees... ; ' 28, 294, 319 25, 422, 000 23, 134, 000 
(d) Initial burial allowances ; aoe 17, 763, 564 18, 788, 136 20, 332, 054 
Total, other_. 49, 933, 533 47, 983, 158 47, 133, 710 
Total obligations ; 2, 796, 378, 989 |2, 896, 000, 000 | 3, 003, 000, 000 

Financing: 

Unobligated balance brought forward —5, 250, 581 —7, 743, 850 —18, 743, 850 
Unobligated balance carried forward 7, 743, 850 18, 743, 850 5, 743, 850 
Appropriation (adjusted) -- . 2, 798, 872, 258 |2, 907, 000,000 | 2, 990, 000, 000 





232 


Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


ee 


12 Pensions, annuities, and insurance claims | $2, 796, 378, 989/$2, 896, 000, 000/$3, 003, 000, 000 





a 


Budget authorizations, expenditures and balances 


ee 


l | | 
| 1956 actual | 1957 enna 1958 estimate 


| 
Appropriation ain . -|$2, 810, 000, 000) $2, 907, 000, 000} $2, 990, 000, 000 
Transferred (69 Stat. 211) to— 

“National service life insurance, Veterans Administration’’.| —1, 000, 000 
**Readjustment benefits, Veterans Administration’’ _ _- | —9, 000, 000 
|. 


— 


BUDGET AUTHORIZATIONS AVAILARLE } 


” 


“*Servicemen’s indemnities, Veterans Administration”’ —1, 127, 742 


Adjusted appropriation... .....-- ; ..-----| 2, 798, 872, 258] 2, 907, 000, . 990, 000, 000 
Balance brought forward: } 
Unobligated ae kat cal 5, 250, 581 7, 743, 18, 743, 850 
WEEE bsabbeccttvusescccetoes : . . —1, 711, 8382} —2, 842, 08 —3, 000, 000 


Total budget authorizations available----_..- ....| 2,802, 411, 007} 2, 911, 901, 768} 3, 005, 743, 850 


EXPENDITURES AND RALANCES 


Expenditures— | 
Out of current authorizations. ._.......-.- i}e 797, 509, 239 {2 891, 256, , 987, 256, 150 
Out of prior authorizations. nee 4, 901, 15, 743, 850 


Total expenditures ‘id ..| 2, 797, 509, 239) 2, 896, 157, 3, 003, 000, 000 
Balance carried forward: | 
Unobligated sm | 7, 743, 850) 18, 743, 5, 743, 850 
Obligated ate —2, 842,082; —3,000, —3, 000, 000 


| 








Total expenditures and balances---------.-- . | 2, 802, 411, 007) 2, 911, 901, 3, 005, 743, 850 


Gentlemen, if you don’t mind, let’s do a little combining here and 
maybe save a little time. Gentlemen, turn to page 14-1, and let’s 
get the money for compensation and pensions and wrap it up while 
we are dealing with administrative costs. 

Mr. Reporter, insert page 14—1 in the record at this point. 

(The document above referred to is as follows:) 


COMPENSATION AND Pensions, VA, $2,990 MILLIon 


The total requirements for the past, current, and budget years are summarized 
by major category as follows: 


Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal vear 
1956 1957 1958 


Appropriation. ..-...-.-.--.. $2, 798, 872, 258 | $2, 907, 000, 000 $2, 990, 000, 000 
Unobligated balance brought forward ‘ 5, 250, 581 7, 743, 850 18, 743, 850 
Unobligated balance carried forward ‘ —7, 743, 850 — 18, 743, 850 5, 743, 850 

Total obligations : . 2, 796, 378, 989 2, 896, 000, 000 3, 003, 000, 000 


Compensation - - - -- : 751,780 | 1, 884, 618, 000 1, 908, 421, 000 
Pensions_-_.-.....--- . 693, 676 963, 399, 000 1, 047, 445, 000 
Other .....4.» heen 9, 933, 533 47, 983, 000 47, 134, 000 


1 Excludes $11,127,742 transferred to other appropriations. 


The funds requested under this title are to cover the payment of compensation, 
pensions, and allowances authorized by the Congress, including emergency officers’ 
retirement pay and annuities, subsistence allowance to veterans receiving voca- 
tional rehabilitation under Public Law 16, 78th Congress, and Public Law 894, 
8ist Congress, initial burial allowances, and certain payments under the World 
War I Adjusted Compensation Act. 





s 


HSI1SS Sli:: 


Siss 3/1ss 


t 


233 


The estimates are based on actual caseloads and average monthly payment 
experience in fiscal year 1956 and prior years projected to fiscal year 1958, giving 
due consideration to the effect of recently enacted legislation as identified an 
discussed in the succeeding paragraphs. The increased cost to the total appro- 
priation is primarily attributable to the advancing age of veterans (particularly 
of World War I service), the increasing number of living veterans, and the enact- 
ment of the Servicemen’s and Veterans’ Survivor Benefits Act (70 Stat. 857). 
Title II of this act provides a new form of compensation for service-connected 
death occurring on or after January 1, 1957, with the rate for a widow (under 
liberalized definition of term ‘‘widow’’) partially related to military pay, increased 
uniform rates for children where there is no eligible widow, and a sliding scale of 
rates for parents based on specified annual income categories. Title II also per- 
mits persons eligible for death compensation based on deaths prior to January 1, 
1957, to elect the new compensation, subject to discontinuance of any servicemen’s 
indemnity payments, or to continue receipt of the existing benefit. The addi- 
tional cost expected to result from this legislation approximates $45,150,000 in 
fiscal year 1958 and $22,520,000 during the current year. Partially offsetting 
reductions of $2,200,000 in fiseal year 1958 and $2,000,000 in the current year 
are estimated as a result of the enactment of the War Orphans’ Educational 
Assistance Act of 1956, which provides that certain eligible children lose eligibility 
under this program by electing to receive educational assistance at a higher 
basic rate. 

Mr. Tuomas. Also, gentlemen, turn to page 347 of the committee 
print, the appropriating language, and let’s take a look at that, too. 

“Compensation and pensions,’”’ $2,990 million, against last year of 
$2,907 million, against 1956 of $2,798,872,000. Does that figure cover 
the deficiency? 

Mr. Monk. That covers the deficiency. 

Mr. Tuomas. It is going up a little bit. Why the increase this 
year? 

Mr. Monk. Most of that, a large part of it, is due to the increased 
cost of Public Law 881. 

Mr. THomas. Which one is 881—new legislacion? 

Mr. Monk. Survivors’ benefits act. 

Mr. Tuomas. You have another new piece of legislation that is 
going to cost you some money. Don’t you have two new acts? 

Mr. Cotte. Public Law 634 for the benefit of war orphans is a new 
act. 

Mr. Tuomas. How much is that going to cost us? 

Mr. Monk. That is going to cost us—— 

Mr. THomas. That is Public Law 634. You have two new laws. 
Repeat them again, Mr. Coile. What are they? 

Mr. Cortz. Public Law 634 for war orphans, Public Law 881, 
survivors benefits law. 

Mr. Tuomas. How much are those two going to cost you? You 
have an $83 million increase in compensation and pensions. 

Mr. Monk. The orphans cost is in the readjustment benefits 
appropriation, the next one. 

Mr. Tuomas. Is Public Law 881 in here? 

Mr. Stone. Yes, sir. 

Mr. Monk. That is going to cost in 1958, $45,150,000. 

Mr. Vurseiu. The orphans? 

Mr. Monk. No, sir; that is the survivors benefits. 

Mr. Tuomas. What is the reason for the balance of the increase? 

Mr. Monk. The other increase is due to increases on the rolls, 
pension rolls. 

Mr. Tuomas. I think it would be well to put a table in for, say, the 
last. 12 years, 1946 through 1958 and indicate by some method in that 
table the dollar amount for those years and where there has been an 
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increase, show the reason for the increase—either new legislation or 
just increases in the numbers—but show the legislation. 

Mr. Hiairy. Something like page 14—2? 

Mr. Tuomas. Yes, that is even better. If you will take the table 
on 14-2 and spell that out for 10 years with some indication indicating 
the increases caused by new legislation—— 

Mr. Stone. Plus raise in compensation rates by law, too? 

Mr. Tuomas. That is new legislation. 

Mr. Hietey. Do you mean for each year from 1946 on, show what 
new legislation there was and how much was added due to that? 

Mr. Tuomas. No, say, for instance, now from 1957 to 1958 you 
have an increase, and part of that increase is due to new legislation, 
I would just spell it out. 

Mr. Stone. Show each year what the legislation is. 

Mr. Tuomas. Yes; just show an approximation of what that new 
legislation is costing you. 

If I may, let me detain the committee just a minute and read a 
few words here that are worth repeating. 

The estimates are based on actual caseloads and average monthly payment 
experience in fiscal 1956 and prior years. 


UNOBLIGATED FUNDS 


Do you anticipate any unobligated balance? This is a no-year 
appropriation. Let me read you the language in the appropriating 
bill. 

Compensation and pensions. For the payment and compensation and gratui- 
ties, and so forth. Regulations, the administration of which is now or may be 
hereafter placed * * * for the payment of adjusted service credits as provided 
* * * to remain available until expended. 

So this is a no-year appropriation. Do you anticipate any carry- 
over this year? 

Mr. Monk. We anticipate a carryover of 18 million—$18,743,000 
this year. 

Mr. Tuomas. $18,743,850. 

Mr. Monk. We have taken that into consideration as being avail- 
able in 1958. 

Mr. THomas. You anticipate me. Is that a part of your $2,990 
million for next year? 

Mr. Monk. No, sir; the $2,990 million is over and above what 
would be available from 1957. The total obligations we anticipate 
for 1958 are $3,003 million. 

Mr. Tuomas. $3,003 million. 

Mr. Monk. $5,743,000 of the $18,743,000 that we show as being 
carried over in 1958 really is not available to us because that is the 
overpayments that are set up as receivables and they are not available 
until we collect— 

Mr. THomas. What do you mean overpayments? 

Mr. Monx. Where we have overpaid compensation or pension 
cases. 

Mr. Tuomas. How does that overpayment arise now? Miscaleu- 
lation or clerical error? 

Mr. Monk. It arises sometimes that way. More frequently 
because something happens. A man dies or a dependent goes off the 
rolls or he gets a divorce and we don’t find out about it until after the 
fact, and then we have an overpayment automatically. 
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Mr. THomas. How many checks are written per month to account 
for this $2,907 million in 1957? 

Mr. Monk. Approximately 4 million. 

Mr. Tuomas. Per month? 

Mr. Monk. Per month. 

Mr. Tuomas. Are they written in the Veterans’ Administration 
now, or are they written in the Treasury? 

Mr. Monk. Onlv 150,000 are written in the Veterans’ Administra- 
tion, in the New York office. 

Mr. Tuomas. When are we going to extend the New York opera- 
tions to the other big offices, Mr. Monk? 

Mr. Monk. That is a matter that is under consideration now. It is 
pretty largely out of our control. 

Mr. Tuomas. Who has the control now? 

Mr. Monk. The Treasury Department, 

Mr. THomas. You mean they don’t want to give us that business? 

Mr. Monk. There hasn’t been a decision. 

Mr. THomas. Again, how much money did you say you were saving 
in the New York office by this operation? It is already in the record 
but it is such a good figure we ought to have it in here twice. 

Mr. Monk. In the New York office 

Mr. Tuomas. We agreed on a general figure. Was it $5 million or 
$6 million we were going to save on an annual basis? 

Mr. Monk. No, sir; we didn’t agree on that figure. We thought 
that was a little bit high. 

Mr. Tuomas. Was it 450, then? 

Mr. Monk. No, sir. 


SUMMARY OF COMPENSATION AND PENSIONS CASES AND APPROPRIATION, 
FISCAL YEAR 1946-56 


Mr. Tuomas. Gentlemen, what do you all think about this table 
om 14-3? ‘There is more good information on here than you can 
shake a stick at. 

Mr. Baker. Mr. Chairman, 14—2 and 14-3 go together. 

Mr. Toomas. Where is that table by wars? 

Mr. Monk. That is 14-3, sir. 

Mr. Hiegtey. And 2. Two is the one I pointed to and three is 
a continuation. 

Mr. Tuomas. Is three a continuation of it? 

Mr. Monk. 14-3 are the cases; 14-2 are the dollars that match 
those cases. 

Mr. THomas. Can’t we wrap up the table of both of them in dollars 
and numbers and make one table and then we would have something. 
Can’t we do that without too much trouble and show the last 10 yee ars? 

Mr. Monk. We can do that. For 10 years, would be 20 columns. 
We will be glad to set it up that way. 

Mr. Tuomas. We know if you get too much information on one 
page you are not going to study it out. 

Mr. Monx. It would be a fold-out sheet. 

Mr. Evins. I believe, Mr. Chairman, we ought to have it for about 
the:past 10-year period because that is since the World War II period, 

Mr. Tuomas. Make it as readable as you can. 

Mr. Monk. We can prepare it on one table. 

(The information requested is as follows:) 
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Chart B 


Compensation and pension appropriations for fiscal year 1946 to fiscal year 1956, 


inclusive 


{The marked net increase or net decrease reflected in expenditure by fiscal year is attributable to several 
factors, but primarily the following: (a) Accretions to the rolls; (6) changes in program structure; (c) en- 
actment of new legislation] 








Fiscal 
year Total cost | 


1946 | $1, 258, 863, 620 


1947 | 1,932, 037, 154 | 


| 


1948._| 2,081, 235, 829 | 





1949..) 2, 153, 498, 765 


1950 | 2, 223, 092, 285 





1951 2, 171, 172, 166 | 


1952 2, 180, 268, 788 | 





Amount of 
increase over 
prior year 


$487, 067, 103 


673, 173, 534 


149, 198, 675 


72, 262, 936 


69, 593, 520 


—51, 920, 119 


9, 096, 622 





Brief explanation of changes affecting the compensation and pen- 
sion program during each fiscal year 


Public Law 182, 79th Cong., approved Sept. 20, 1945, amended the 
Veterans Regulations to provide additional rates of compensa- 
tion or pension and remedy inequalities as to specific service-incur- 
red disabilities in excess of total disability, effective Oct. 1, 1945. 

Public Law 611, 79th Cong., approved Aug. 7, 1946, increased serv- 
ice pensions in certain Spantsh-Ameriens War cases not included 
in recent legislation providing increases to other Spanish-Amer- 
ican War veterans and their dependents, and for other purposes, 
effective Sept. 1, 1946. 

Public Law 662, 79th Cong., approved Aug. 8, 1946, related to veter- 
ans’ pension, compensation, or retirement pay during hospital- 
ization, institutional or doniciliary care, and for other purposes. 
See. 2, basically increased the monthly rates of compensation 
payable to veterans of World War I and World War II and their 
dependents under any laws or regulations administered by the 
Veterans’ Administration, by 20 percent, effective Sept. 1, 1946. 

Public Law 673, 79th Cong., approved Aug. 8, 1946, removed the 
limitations on the amount of death compensation or pension pay- 
able to widows and children of certain deceased veterans, effec- 
tive Aug. 8, 1946. 

Public Law 239, 80th Cong., approved July 25, 1947, terminated cer- 
tain emergency and war powers. Veterans Regulation No. 1 (a), 
as amended, is applicable in determination of entitlement to death 
or disability compensation and allows wartime rates only in cases 
where there was service during the period Dec. 7, 1941, to Dee. 
31, 1946, and the death or disabilitv occurred basically during the 
period Dec. 7, 1941, to July 25, 1947, the effective date of this law. 


| Public Law 270, 80th Cong., approved July 30, 1947, provided 20 


percent increases in the rates of pension payable to Spanish- 
American War and Civil War veterans and their dependents, 
effective Sept. 1, 1947, 

Public Law 398, 80th Cong., approved Jan. 19, 1948, increased by 20 
percent the rates of pension payable to veterans of Indian wars 
and the dependents of such veterans, effective Mar. 1, 1948. 

Public Law 762, 80th Cong., approved June 24, 1948, provided pen- 
sions for certain widows of veterans of the Spanish-American War, 
including the Boxer Rebellion and the Philippine Insurrection, 
effective June 24, 1948 

Beginning in fiscal year 1949, readjustment benefits payments, under 
Public Law 346, were excluded from the compensation and pen- 
sion appropriations. 

Public Law 868, 80th Cong., approved July 1, 1948, increased the 
rates of service-connected death compensation pavable to certain 
widows, children, and dependent parents of persons who served 
in the active military or naval service, and for other purposes, 
effective Sept. 1, 1948 

Public Law 877, 80th Cong., approved July 2, 1948, increased com- 
pensation for certain veterans with service-connected disabilities 
who have dependents, effective Sept. 1, 1948 

Public Law 194, 81st Cong., approved August 1, 1949, modified a 
limitation affecting the pension, co" pensation, or retirement pay 
payable on acco'nt of an incompetent veteran without dependents 
during hospitalization, institutional or domiciliary care, effective 
Aug. 1, 1949. 

Public Law 339, 8ist Cong., approved Oct. 10, 1949, increased com- 
pensation for World War I presumptive service-connected cases, 
provided minimum ratings for service-connected arrested tubercu- 
losis, increased certain disability and death co pensation rates, 
liberalized requirerrent for dependency allowances, and redefined 
the terms “line of duty” and “‘ willful misconduct,” effective Dec. 
1, 1949. 

Public Law 28, 82d Cong., approved May 11, 1951, provided certain 
benefits for certain persons who shall have served in the Armed 
Forces of the United States on and after June 27, 1950, effective 
June 27, 1950. 

Beginning in July 1950, approximately 30,000 cases involving pay- 
ments to Army and Air Force Reserve officers for disability retire- 
ments, were transferred to the Department of Defense, this repre- 
sented an annual expenditre of approximately $77 million. 

Public Law 108, 82d Cong., approved August 4, 1951, liberalized the 
service pensions laws relating to veterans of the war with Spain, 
the Philippine Insurrection, or the Boxer Rebellion, and their 
dependents, effective Oct. 1, 1951. 
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Compensation and pension appropriations for fiscal year 1946 to fiscal year 1956, 
inclusive—Continued 












Fiscal Amount of | Brief explanation of changes affecting the compensation and pen- 
year Total cost increase over sion program during each fiscal year 
prior year 











| Public Law 149, 82d Cong., approved Sept. 18, 1951, established a 
rate of pension for aid and attendance under part III of Veterans 
Regulation No. 1 (a), as amended, effective Nov. 1, 1951. 

Public Law 356, 82d Cong., approved May 23, 1952, increased the 
monthly rates of compensation payable to service-connected dis- 
abled veterans and in the monthly rates of pension payable to 
non-service-connected veterans, effective July 1, 1952. 

| Public Law 357, 82d Cong., approved May 23, 1952, increased the 

annua! income limitations governing payments of pension, to cer- 

tain non-service-connected disabled veterans, effective July 1, 

1952. 






1953 | $2,419, 245,174 | $238, 976, 386 













1954 | 2,481, 503,017 62, 257, 843 | 

1955 | 2, 681,726,077 | 200,223,060 | Beginning in fiscal year 1955, initial burial allowances were included 
in compensation and pension appropriation ($16,446,710). 

Public Law 695, 88d Cong., approved Aug. 28, 1954, increased the 
monthly rates of compensation payable to certain veterans and 
their dependents, effective Oct. 1, 1954. 

Public Law 698, 83d Cong., approved Aug. 28, 1954, increased by 5 
per centum the rates of pension payable to veterans and their 
dependents, effective Oct. 1, 1954. 

Presidential Proclamation No. 3080, issued by the President, Jan. 
1, 1955, fixed Jan. 31, 1955, as the terminal date governing eligibil- 
ity for various wartime benefits authorized for veterans in con- 
nection with military service during the Korean conflict on and 
after June 27, 1950. 

1956 2, 796, 378, 989 114, 652,912 | The increase is due principally to the normal increase in the num- 

| ber of veterans and dependents eligible for compensation and pen- 

sion. Includes $1,971,997 unclassified as to purpose, such as over- 
payments, writeoffs, and waivers, caused by a change in aceount- 

ing procedure in fiseal year 1956. 


































Source: Office of Controller, Department of Veterans’ Benefits, Assistant Controller for Budget, Feb. 5, 
1957. 





Mr. Tuomas. As 14-2 and 14-3 stand, it is a breakdown by wars 
of the 2.4 million veterans. 

Mr. Monk. Those veterans and their dependents that are on the 
rolls; yes, sir. 

Mr. Tuomas. What part of that population is on the rolls, then? 

Mr. Monk. There is a total number of cases of a little over 3% 
million. 

Mr. Tuomas. You said 5 million checks. 

Mr. Monk. We have to write more than 1 check for 1 case in many 
instances, for example, 2 or 3 children. 

Mr. Tuomas. So there are 5 million checks, and how many cases— 
dependents and all types? Three and a half million? 

Mr. Monk. A little over 3% million. 

Mr. Tuomas. Out of a total veterans population of 22 million, and 
dependents and kinfolks make a total of 75 million. 

How long is it going to be before we will all be either veterans or kin 
of veterans? 

Mr. Hicuiey. It depends on the number of wars. 

Mr. Tuomas. At the existing rate. Let’s not anticipate any more 
wars. If we keep up our world tensions now, how many veterans 
are we adding a year? We will get at it like that. 

Mr. Hie.ry. As of the end of this month the only veterans we will 
be adding other than peacetime veterans who have a disability will 
be those who have been in the service a long time. ‘Those that went 
in prior to the end of the Korean war and only had 2 years—— 
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Mr. Tuomas. That is as far as benefits are concerned. It won't be 
long before everybody will be included. 

(Discussion off the record.) 

Mr. Tuomas. The only thing that is going down is vocational 
education, isn’t it? 

Mr, Stone. Compensation is going down, pensions are going up. 

Mr. THomas. What is the difference between compensation and 
pensions? Does that lend itself to a breakdown very easily? 

Mr. Stone. Yes, sir. 

Mr. Monk. Yes, sir. 

Mr. Driver. Do you mean in money, Mr. Thomas, in dollars or in 
the nature of the benefits? 

Mr. Tuomas. The nature of the benefits and the dollars, too. 

Mr. Driver. Compensation is awarded for service-incurred dis- 
ability or one that is aggravated by service and pension is awarded in 
the case of a veteran who becomes unemployed for reasons not con- 
nected with service. 

Mr. Tuomas. Is there a third category, then? 

Mr. Driver. The dependent is paid in the same manner. If the 
man died from a service-connected disability, death compensation is 
awarded. If he died from reasons other than service-incurred 
disability 

Mr. Tuomas. The terminology is applied to the dependents as well 
as to the veterans themselves? 

Mr. Driver. Yes, sir. 

Mr. Tuomas. It might be well to put a table in the record showing 
the difference in number and by dollars of compensation and pension. 

Mr. Monk. We had on this table 14-2 the dollars. 

Mr. Tuomas. Whereabouts is it—14—2? 

Mr. Monk. You see the total there, it is $3,003 million. Then the 
compensation part of that is $1,908,421,000. 

Mr. Tuomas. The pension part is $1,047,445,000, and the com- 
pensation part is $1,908,421,000. Compensation is two-thirds of your 
bill, then, isn’t it? 

Mr. Monk. Then under both of those figures we have broken it into 
living veterans and deceased veterans. 

Mr. Tuomas. Deceased veterans, $309,972,000. 

Mr. Monk. That $309 million figure is pensions. 

Mr. Tuomas. That is to the survivors, of course, then, dependents. 

Mr. Monk. That is correct. 

Mr. THomas. For compensation of the deceased, it is $469,306,000. 
That is obviously to their beneficiaries. So it runs in just about the 
same proportion, about 2 to 1, doesn’t it, compensation against pen- 
sions? ‘l'wo-thirds of your total bill is for compensation. One-third 
of it is for pensions. Isn’t that right? 

Mr. Monk. That is roughly right. 

Mr. Jonas. When were our last Indian wars fought? How old 
are those veterans? 

Mr. Txomas. Those veterans are getting up there. They are 
about my age now. 

Mr. Srone. The 70’s or 80’s, along in there. The average age is 
99 on Indian wars. 

Mr. Jonas. How many such veterans do we have? 

Mr. Monk. 154 on the rolls. 
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Mr. Jonas. And it is costing $675,000? 

Mr. Monk. No, sir; that figure relates to the dependents. There 
are 1,159 of those. 

Mr. Tuomas. Does this table show this retired pay, these tables 
we have put in? 

Mr. Stone. On page 14-3, the emergency officers disability retire- 
ment of World War I, but we don’t pay retired Army pay. 

Mr. Tuomas. The Army pays its own, and the Navy pays its own 
retirement, and you only pay World War I emergency officers. What 
did we used to call them, 90-day wonders? 


VOCATIONAL REHABILITATION AND EDUCATION 


Mr. Reporter, put page 6-45, “Vocational rehabilitation,’ 
$27,352,260. That is the dollar cost; 2,700 employees for 1958 
against 2,900. 

(The information is as follows:) 


DEPARTMENT OF VETERANS’ BENEFITs, FIELD—VOCATIONAL REHABILITATION 
AND EpvucaTion, $27,352,260 


Summary of requirements 


Increase (+) 
Actual, Estimated, Estimated, or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 1958 over 
1957 


Personal services: 
Average employment... -- Se ac saekn 3, 225 2. 700 | —200 


Salary cost_....-- inbihaigiiial Gee 5, 5 , 499, 000 —$1, 016, 000 
7 | | | 
Employee... 796, 223 . 785, 000 —15, 000 

Beneficiary ‘ nae i 297, 628 341, 873 273, 795 —68, 078 
Other contract services: 

Handling charges- --.- 250, 059 92, 82 79, 100 —13, 720 

Counseling ; Sis ed , 374, 206 , 580, 000 , 264, 000 —316, 000 

Reporting allowance. ; J 5, 581, 989 , 043, 520 , 765, 120 —278, 400 
Grants, subsidies and contributions: 

Grants to States wid 2, 559, 855 2, 600, 000 2, 600, 000 

Contributions to re tireme nt fund cadidiee sn dues 873, 931 , 931 

Other objects of expenditure 261, 135 _ 226, 373 212, 314 —14, 059 


Total cost 29, 365, 135 | 28, "199, 586 


Mr. Tuomas. You have $785,000 for travel against $800,000, a de- 
crease of $15,000. The beneficiary travel cost has fallen from $341,873 
to $273,795. 

How much is Mr. Phil Young costing you here—$873,931? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Why is this appropriation being reduced? What is 
the picture here? 

Mr. Monk. You mean the employment? 

Mr. Tuomas. Yes. 

Mr. Monk. It is a decrease in the training load. 

Mr. THOMAS. Your salary cost is $15,515, 000 for 1957, which shows 
a decrease from $17,244,000 for 19: 56; in 1958, $14,499,000, a decrease 
of $1,016,000. 

What about your overall figure of $27,352,260 for 1958? How does 
that compare to 1957? 
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Mr. Core. It is in the preceding column. 
Mr. Monk. $28,199,568 is the administrative cost for 1957. 


READJUSTMENT BENEFITS 


Program and financing 


- —— _— . . — 
| 


1956 actual 


Program by activities: | 
1. Education and training: 

(a) World War II education. __..............-..-..| $38,626,930 | $3,870,000 , $1, 950, 000 

(6) Korean conflict veterans_.................---...| 729, 040, 591 709, 941, 135 743, 762, 000 

(c) War orphans Peta wade as 11, 880, 000 

Total education and paps. «ee ‘ 767, 667, 521. |} 713,811,135 | 757, 592, 000 

EEA : ia 40, 062, 212 52, 778, 000 60, 589, 000 


3. Special assistance to disabled veterans: ; ars ~ 
(a) Vocational rehabilitation sietiie aie hieniaeimiall 9, 857, 822 | , 756, 000 | 7, 869, 000 
i a. cca nusoneoncs 4, 394, 081 3, 897, 000 | 3,4 410, 000 


Total special assistance to disabled veterans._| 14, 251, 903 2, 653, 000 11, 279, 000 





Total obligations-_____- pbbabaakebeas .| 821, 981, 636 , 242, 135 829, 460, 000 

Financing: | 
Unobligated balance brought forward.--.-_-- ----------| —8, 851, 633 , 966, 997 —3, 724, 862 
Unobligated balance carried forward a I os 7, 966, 997 | 3, 724, 862 3, 724, 862 








Appropriation (adjusted) -.._-.-.--- | 821, 097, 000 | 7 , 000, 000 829, 460, 000 


Obligations by objects 


11 Grants, subsidies, and contributions... : | $772, 061, 602 $717, 708, 135 $761, 002, 000 
12 Pensions, annuities, and insurance claims 49, 920,034 | 61, 534, 000 fis, 458, 000 


821, 981, 636 779, 242, 1: 35 829, 460, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation | $812, 097, 000 5, 000, 000 $829, 460, 000 
Transferred from “Compensation and pensions, Veterans’ 
Administration” (68 Stat. 291) | 9, 000, 000 
Adjusted appropriation 21, 097, 000 775, 000, 000 829, 460, 000 
Balance brought forward: 
Unobligated | 8, 851, 633 966. 997 3. 724. 8h2 
Obligated é een 3, 858, 817 | 2, 798, 449 ~2, 798, 449 


Total budget authorizations available 26, , 816 780, 168, 548 830, 386, 413 
EXPENDITURES AND BALANCES 


Expenditures 
Out of current authorizations | 990. 921. ¢ { , 073, 587 S28, 533, 587 
Out of prior authorizations ee 5, 168, 548 926, 413 
Total expenditures v4 | 820,921,268 | 779, 242, 135 $29, 460, 000 
Balance carried forward: 
Unobligated . . | , 966, 997 3, 724, 862 3, 724, 862 
Obligated_. neato 2, 798, 444 2, 798, 449 —2, 798, 449 


Total expenditures and balances - wt : 26, 089, 816 780, 168, 548 830, 386, 413 


Mr. Tuomas. Put your finger on the money part and let’s see if we 
can’t combine the two right now. What page is that? 

Mr. Monk. 15-1. 

Mr. Tuoomas. What is the dollar amount—$829,460,000? 
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Mr. Monk. For 1958, $829,460,000. 

Mr. THomas. That is the money against $27,352,260, for other 
obligations and salaries, correct? 

Mr. Monk. Correct. 

Mr. THomas. Mr. Reporter, insert at this print, page 15-1 and 15-2. 

(The information is as follows:) 


READJUSTMENT BENEFITs, VA, $829,460,000 


The funds requested under this appropriation are to cover the cost of the 
various benefit payments to veterans. These benefits include the cost of— 

1. Subsistence, tuition, supplies, and equipment as provided by Public 
Law 346, 78th Congress, as amended. 

2. Education and training allowance under Public Law 550, 82d Congress. 

3. Educational assistance allowance authorized by Public Law 634, 84th 
Congress. 

4. Guaranty, claims, and property acquisition costs on veterans loans. 

5. Tuition, supplies, and equipment required by disabled veterans train- 
ing under Public Law 16, Public Law 170, and Public Law 894. 

6. Special homes for paraplegics as authorized by part IX, VA Regulation 
No. 1 (a), as amended. 

Based on current estimates of the average number of trainees and the average 
cost per trainee, it is estimated that supplemental funds of approximately $77 
million will be required for payment of these direct benefits during fiscal year 
1957. 

Summary of requirements 


| Increase (+) 
Actual, Estimated, Estimated, or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 1958 over 
1957 


Education and training: 
World War II education . $38, 626, 930 $3, 870, 000 $1, 950, 000 —$1, 920, 000 
Korean conflict veterans - ; 729, 040, 591 7, 796, 000 743, 762, 000 — 34, 034, 000 
War orphans........-..--- ; 9, 240, 000 11, 880, 000 +2, 640, 000 


Total education and training-. 767, 667, 521 , 906, 000 757, 592, 000 —33, 314, 000 


Loan guaranty: 
Interest gratuities. --.-_-- 4 i 167, 788 |_- ; ei 
Claims paid ‘ }, 183, 318 }, 722, 000 000 +886, 000 
Loans and property acquired 33, 711, 106 , 056, 000 5 000 +6, 925, 000 


Total loan guaranty__.......-- , 062, 212 52, 778, 000 . 000 +7, 811, 000 


Special assistance to disabled veterans: 
Vocational rehabilitation a4 9, 857, 822 8, 756, 000 7 000 —877, 000 
Housing grants oa ‘ 4, 394, O81 3, 897, 000 ; 000 — 487, 000 


Total special assistance to disabled vet- 
erans__- = ‘ 14, 251, 903 12, 653, 000 1, 279, 000 — 1, 374, 000 


Total obligations_-_-.-- phen 821, 981,636 | 856, 337, 000 x 000 — 26, 877, 000 


Statement of financing 


| . + 
Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 


Appropriation . oon | $821, 097,000 | $775, 000,000 | $829, 460, 000 

Unobligated balance brought forward : 8, 851, 633 7, 966, 997 3, 724, 862 

Unobligated balance carried forward | —7, 966, 997 —3, 724, 862 —3, 724, 862 
Total available for obligation____. : | 821, 981, 636 779, 242,135 | 829, 460, 000 

Proposed supplemental - -. 7 ann 77, 004, 865 

Proposed supplemental (rounded) . - - _- - -.] , 77, 000, 000 
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Mr. Tuomas. What are the total obligations for last year? 
F Mr. Monk. $856,337,000, but that includes a proposed supple- 
mental] of $77 million. 

Mr. THomas. What is that full figure again, now? 

Mr. Monk. $856,337,000. 

Mr. Tuomas. That is plus $77 million? 

Mr. Monk. No; it includes $77 million that we do not now have. 

Mr. Tuomas. That is $26,877,000 less than we have estimates for 
this year? 

Mr. Monk. That is right. Our 1958 estimate is $26,877,000 less 
than 1957. 

Mr. Jonas. Mr. Chairman, ask him to explain briefly, if you will 
please, sir, why it is up from 1956. 

Mr. Monk. Our training load is up under Public Law 550, which 
is the Korean GI bill. 

Mr. Tuomas. Is this your peak year then for P. L. 550—1957? 

Mr. Monk. We anticipate that 1957 is the peak year. 


PUBLIC LAWS REQUIRING APPROPRIATIONS 


Mr. Tuomas. Let’s sort of pinpoint these acts now that are in- 
cluded in this $829 million. What is No. 1? 


WORLD WAR II TRAINEES 


Mr. Monk. No. 1 is the Disabled Veterans Act, Public Law 16. 

Mr. Tuomas. Where is that set out; Public Law 16? What is the 
total cost of Public Law 16? You don’t have it set out in this table, 
do you? 

Mr. Core. Yes, sir; the bottom of page 15-1. It is the first line 
in that column, Mr. Chairman—‘‘World War II education.” 
Mr. Tuomas. “World War II education?” Is that Public Law 
16? 

Mr. Monk. No, sir. That is Public Law 346. 

Mr. Tuomas. Where is Public Law 346 set out, dollarwise? 

Mr. Monk. That, dollarwise, is set out, the first line down there 
at the bottom of 15-1, ‘‘World War II education,” 1958, $1,950,000. 

Mr. Tuomas. The cost of Public Law 346 this year is what— 
$1,950,000, against $3,870,000 for last year? 

Mr. Monk. That’s right. 

Mr. Tuomas. Is it really going down? What is the number in 
training? 

Mr. Monk. The number in training for 1958, we estimate as an 
average training load of 3,000. 

Mr. Tuomas. 3,000? 

Mr. Monk. Yes, sir; as opposed to an average of 6,000 for 1957. 

Mr. Tuomas. It is coming down. 


KOREAN WAR TRAINEES 


No. 2: Education and training allowance under Public Law 550. 
What is Public Law 550? 

Mr. Monk. That’s the GI bill for Korean veterans. 

Mr. Tuomas. $729,040,591 for 1956—$777,796,000 for 1957. Ap- 
parently 1957 is the peak year. Then it comes down to $743,762,000, 
a decrease of $34,034,000 for 1958. Is that your peak year? 
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Mr. Monk. 1957, we feel, is the peak. 

Mr. THomas. How many are going to be in training—Korean 
veterans—for 1958, and what is your best guess along 1957? 

Mr. Monx. For 1958 we estimate an average training load of 
552,000. 

Mr. Tromas. 552,000? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. What is your experience so far in 1957? 

Mr. Monk. 1957, the budget estimate here is predicated on 577,000. 
We believe now that that may be possibly 5,000 to 10,000 low. 

Mr. THomas. What is going to be your unexpended balance? 

Mr. Monk. We are asking in this budget for $77 million supple- 
mental appropriation. 

Mr. THomas. You missed it by 10,000 trainees and 77 million? 

Mr. Monk. We missed it by about 40,000 trainees and $77 million 
dollars. 

Mr. Tuomas. Is your $77 million deficiency a firm figure, do you 
think? 

Mr. Monk. No, sir. We believe when we come in with that it 
may be more—probably $90 million. 

Mr. Yates. Why the difference? 

Mr. Stone. We missed the estimate over 30,000 trainees. 

Mr. Tuomas. It is nearer 30,000? 

Mr. Stone. Over 30,000. 

Mr. TxHomas. Obviously, then, 1957 is going to be the peak year. 

Mr. Jonas. I probably don’t understand these figures. You show 
on 15-4, ‘‘Korean veterans in training for 1956”, 540,737. You esti- 
mate that in 1958 it will be 552,000, which is up 11,263. But on 15-1, 
vou show the dollar increase to be $14,721,409. It doesn’t cost that 
much for 11,263 veterans, does it? 

Mr. Monk. It costs $1,348 a year per veteran. That would he 
pretty close. It should come out exactly. 

Mr. Yates. What was the figure per veteran? 

Mr. Monk. $1,348. 

Mr. Tuomas. That is statutory, isn’t it? 

Mr. Monk. Yes. 


WAR ORPHANS EDUCATIONAL ACT 


Mr. Tuomas. No. 3, educational assistance allowance authorized by 
Public 634? 

Is that the war orphans now? 

Mr. Monk. That is the war orphans. 

Mr. Tuomas. That is the freshmen from last year. You mean to 
say you have spent $9,240,000 this year? 

Mr. Monk. Yes, sir. That is the current year. Those payments 
did not become effective until October 1956. 

Mr. Tuomas. You are not going to use that $9 million. How much 
unobligated funds are you going to have? 

Mr. Monk. In this recomputation of the $90 million I was speaking 
about a little while ago, we have cut this about in half. We think 
this $9 million estimate is high for the current year. 

Mr. Tuomas. You will have to cut your $11,880,000 estimate then? 

Mr. Monk. No, sir. We believe the $11,880,000 is firm for 1958. 

Mr. THomas. Why? 

Mr. Monk. We anticipate there are going to be more cases. 
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Mr. Tuomas. You have 9 months against 3. 

per. Monk. That’s right, but we are also going to bave more on the 
rolls. 

Mr. Tuomas. You may be low if you figure 9 is right. You figure 11 
is low, but you cut your figure 9 in half? 

Mr. Monk. About half in two. 

Mr. Tuomas. That ought to make it. 





















€ 

Who qualifies under the War Orphans Act now? 

Mr. Corte. Any orphan ordinarily between the ages of 18 and 23 of 
a man or woman who died from a service-connected disability incurred ‘ 
in World War I, World War II, or the Korean conflict. 

Mr. Tuomas. Didn’t we go into No. 4 yesterday—guaranty claims? 

Mr. Monk. Yes, sir. 

Mr. Toomas. What about No. 5, “‘ Tuition, grants and supplies’’? 

Mr. Monk. The estimate for that is on the next page. 

Mr. Tuomas. It is 15-2. ! 

Mr. Monk. Under “Special assistance to disabled veterans, vo- | 
cational rehabilitation.” 7 


Mr. Tuomas. This year it is $7,869,000 against $8,756,000. 

To whom does this apply? Public Laws 346 and 16, or just 16? 

Mr. Monk. This is Public Law 16 and 894. 

Mr. Tuomas. Which is 894? 

Mr. Monk. 894 is the Disabled Veterans Act for the Korean 
veterans. 

Mr. Tuomas. That is right. That is the same as Public Law 16 
for World War II. Have you reached the peak there? 

Mr. Monk. Yes, sir. 

Mr. Corie. Probably so. It is a little hard to determine that, but 
we are close to it at any rate. 

Mr. TuHomas. What about housing grants for paraplegics? I 
notice that is $3,410,000 against $3,897,000 for last year, a decrease of 
$487,000. Totally disabled, paraplegics—who else? 

Mr. Sweeney. That is the group of them, Mr. Chairman. The 
average grant is about $9,800. 

Mr. Tuomas. How many involved? What is the total number? 
This is on a yearly basis. This is not a cumulative figure, is it? 

Mr. Monk. No, sir. 

Mr. Tuomas. What is the total number of individuals? 

Mr. Stone. On page 15-5. 

Mr. Tuomas. 15-5 sets it out? 

Mr. Srone. Sets out the cost of the housing grants and the housing 
grants each year. 

Mr. Tuomas. Have you a cumulative figure? 

Mr. Monk. In the current year, 1958, we estimate there will be 350 
of them, and in 1957, 400 of them. 

Mr. Tuomas. What is the total cumulative figure for housing the 
totally disabled boys? 

Do you have the cumulative figure? 
Mr. Stone. We are trying to find it. We think it is around 5,800. 


















VOCATIONAL REHABILITATION TRAINING LOAD 





Mr. Tuomas. While they are figuring that, give us the vocational 
rehabilitation figures for 1957 and 1958. What is that total figure 
22,000? 
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Mr. Monk. 22,245 for fiseal year 1956. 

Mr. Tuomas. The figure for 1957—what is that? 
Mr. Monk. 20,000. 

Mr. THomas. What is it for 1958? 

Mr. Monk. 18,200. 


Mr. Tuomas. Do you have an accumulated figure? Does that table 
on 15-5—— 

Mr. Corte. I can give you some, sir. 

Mr. Tuomas. Mr. Reporter, you might include pages 15-3, 4, 
and 5. 

(The material referred to is as follows: ) 


EDUCATION AND TRAINING 


The estimated requirements for subsistence allowance, tuition, and supplies 
and equipment for World War II trainees and for education and training allow- 
ance for Keseae conflict trainees have been determined by projecting the program 
trends based upon the number of applications received for training, the estimated 
number of eligible separatees from the military service, as well as all other factors 
affecting the program. As no experience is available as to the actual cost per 
trainee under the newly enacted War Orphans’ Educational Assistance Act, the 
estimated requirements for fiscal years 1957 and 1958 are based on $110 per trainee 
permonth. Funds required for education and training benefit payments by work- 
load activity and unit cost per trainee are shown below: 


Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 


World War II: 
Average number trainees: 
Higher learning -- ‘ . woud . 466 
Below college ss 2, 503 
Correspondence ; ‘ 27,914 
Institutional-on-farm . _. , 375 
Job training h 460 


Total. . 66, 718 
Subsistence: 
Total allowance 084, 069 $1, 914, 000 $957, 000 
Average number trainees 66, 718 6, 000 3, 000 
Average cost per trainee $286. 04 $319. 00 $319. 00 
Tuition 
Tuition cost $17, 422, 809 $1, 770, 000 $900, 000 
Average number trainees for which tuition is paid | 
(excluding job) ? 66, 258 5, 900 3, 000 
Average cost per trainee sid $262. 95 $300. 00 $300. 00 
Supplies and equipment: 
Total cost Dkk omeet deat $2, 120, 052 $186, 000 $93, 000 
A verage number trainees ‘ 66, 718 6, 000 3, 000 
A verage cost per trainee . $31. 78 $31. 00 $31. 00 
Average cost per World War II trainee 5 $580. 77 $650. 00 $650. 00 
Korean conflict: 
Average number trainees: 
Higher learning 268, 930 292, 000 267, 000 
Below college 153, 268 5, 000 165, 000 
Correspondence 21, 446 20, 000 15, 000 
Institutional-on-farm _ __ -- 36, 494 2, 000 45, 000 
Job training. 60, 599 58, 000 60, 000 


Total 540, 737 577, 000 552, 000 


Average cost per trainee _- $1, 348. 23 $1, 348. 00 $1, 347. 39 

Total cost $729, 040, 591 | $777, 796, 000 $743, 762, 000 
War orphans: 

Total cost ___- $9, 240,000 | $11, 880,000 

Average number trainees : 7,000 9, 000 

Average cost per trainee $1, 320 $1, 320 

Total education and training.__. $767, 667, 521 | $790, 996, 000 $757, 592, 000 
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LOAN GUARANTY 


Workloads and average cost supporting the loan guaranty activity requirements 
are as follows: 




















ny 


Actual, Estimated, Estimated, 
fiscal year fiscal year | fiscal year 
1956 1957 1958 


Interest gratuities: | 







Total cost 4j23 ¢ ; Son $167, 788 | 
Number of payments 1, O85 
Average cost per payment. ‘ $154. 64 | 
Claims paid: | 
Total cost $6, 183, 318 $6, 722, 000 $7, 608, 000 
Number of claims paid ‘ 5, 659 6, 150 6, 961 
Average cost per payment... . $1, 092. 65 $1, 093. 00 $1, 093. 00 
Loans and property acquired: 
Total cost___..._.. rare ; | $33,711,106 | $46,056,000 | $52, 981, 000 
Number of acquisitions 4, 329 | 5, 433 6, 250 
Average cost per acquisition - - _.- tah J Seri] $7, 787. 27 | $8, 477. 00 $8, 477. 00 
Total loan guaranty - ~-.........---..-..---.-.--------.--.----| $40,062,212 | $52, 778, 000 $60, 589, 000 


| 


Workload forecasts of the above program activities appear in the loan guaranty 
section of the submission on ‘General operating expenses’’ appropriation and 
relate to benefit cost, as well as determining man-year requirements. 





SPECIAL ASSISTANCE 





rO DISABLED VETERANS 











Vocational rehabilitation 


The estimated requirements for tuition, supplies, and equipment for Public 
Law 16 and 894 trainees are shown in the following tables: 


Actual, | Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 | 1958 







Average number trainees (Public Laws 16 and 894 combined) 
Higher learning aoe . J 7, 715 8, 100 7, 350 


Below college 7, 345 5, 500 4, 500 
Institutional-on-farm | 2, 558 2, 100 2, 150 
Job training 4. 627 4. 300 4 200 

18, 200 





dindune aan pie on - 22, 24: 20, 000 | 






Tuition: 











Total tuition cost_- ; , $8, 593, 842 $7, 616, 000 $6, 832, 000 
Average number trainees for which tuition is paid 
(excluding job) . 17, 618 15, 700 14, 00 
Average cost per trainee $487.79 $488. 00 $488. 00 
Supplies and equipment: 
Total cost i $1, 263, 980 $1, 140, 000 
Average number trainees 22, 245 20, 000 
Average cost per trainee : $56. 82 $57. 00 
Total vocational rehabilitation ‘ $9, 857, 822 $8, 756, 000 
Average cost per trainee - - -.--- $544, 61 | $545. 00 





Housing grants 

Under the provisions of Public Law 702, 80th Congress, as amended by Public 
Law 286, 8ist Congress, the Veterans’ Administration was authorized to approve 
grants of specially adapted housing to veterans having suffered the loss of, or loss 
of use of, both feet, and to paraplegic veterans. The estimates for fiscal years 
1957 and 1958 are shown below: 










Actual, Estimated, Estimated 
fiscal year | fiscal year fiscal year 
1956 1957 1958 





Cost of housing grants. - wuade | $4,394,081 | $3, 897,000 | $3, 410, 000 
Housing grants_ --- 3 451 400 | 350 
Average cost per grant : ; a $9, 742. 97 $9, 743. 00 $9, 743. 00 


Total special assistance. - - ; , ee x $14, 251, 903 $12, 653, 000 $11, 279, 000 
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Mr. THomas. It doesn’t give a cumulative figure, does it? 

What is the cumulative figure on all your educational projects 
under Public Laws 346 and 360? 

Can you give us the cumulative figure, numbers, and dollars? 

Mr. Cortez. I can give them to you in round figures, sir. 

Mr. Tuomas. Round figures are close enough, Mr. Coile. Num- 
bers and dollars, for Public Laws 346, 16, 550, and housing grants. 
Can you read it into the record and then make a little table for us 
here right here? 

Mr. Corre. Under Public Law 346, there were 7,800,000 World 
War II veterans who received training. 

Mr. THomas. At a total cost of what? 

Mr. Corte. At a total cost of $14% billion. 

Mr. Tuomas. When does this program wind up now? 

Mr. Coie. It is substantially wound up now. 

Mr. Tuomas. But when is it wound up as a matter of operation 
of law? 

Mr. Coixe. It wound up as a matter of operation of law in respect 
to all except for a very small group of veterans on July 25, 1956. 

Mr. Tuomas. No others can start in. Those in, can finish? 

Mr. Coiie. No, sir; none can start in. There are a few who are 
still able to finish. 

Mr. Tuomas. Repeat those figures, please. 

Mr. Coie. 7,800,000 veterans of World War Il took training 
under Public Law 346. 

Mr. Tuomas. And it cost $14 billion? 

Mr. Cortez. The total cost was $144 billion. 

Mr. Tuomas. What about 16 now? 

Mr. Cotte. Public Law 16 

Mr. Tuomas. Does that include Korea? 

Mr. Corie. No, sir; that is World War II. Let me give you the 
Korean figures. 

Mr. Tuomas. For 346? 

Mr. Coie. For 346; no; Public Law 550 for Korea. 

Mr. Tuomas. That is the counterpart to what? 

Mr. Corie. Counterpart to Public Law 346. Up to the present 
there have been 1,700,000 who have entered training. We expect 
about a million more to still enter training. 

By the end of 1957 the expenditures will approximate $2% billion 
under that program. 

Mr. THomas. What does 346 cost—numbers and amounts, for 
World War II and Korea—346 and 350? 

Mr. Corte. You mean to total those two? 

Mr. Tuomas. Yes; World War II and Korea, the same thing. 

Mr. Corie. $14% billion plus $2% billion, and the numbers will be 
7,800,000 plus 1,700,000, will be 9,500,000. 

Mr. Tuomas Next is Public Law 16. 

Mr. Corte. The disabled veterans of World War IT and the Korean 
conflict period, over 600,000 have received vocational rehabilitation 
training. The cost has been approximately $1,700 million, or $1%o 
billion. 

Mr. Tuomas. What about housing now, and what is the other one— 
the orphans here? We have 2 or 3 other programs. 
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Mr. Monk. The housing, Mr. Chairman, we have approved and 
paid 4721 cases for houses for disabled veterans, and a total cost of 


$44,572,532. 


Mr. Tuomas. Does that cover them all now, both wars. 
Now for the final stroke, give us the figure in the record along with 
this table for World War II and Korea and add to that compensation 


and pensions. 


So far you have a total cost of about $17 billion and 


9.5 million people involved, and in this other part, bring in compensa- 


tions and pensions. 


Mr. Monk. That is World War II cases and Korea. 


Mr. Tuomas. What will it be—is it going to be in the neighborhood 


of $60 million? 
$3 billion a year? 
Who can win at war? 
(The information requested is as follows:) 


DEPARTMENT OF VETERANS BENEFITS 


Your compensation and pension is running about 


Summary of amounts expended as direct benefits to veterans and dependents of World 
War II and Korean war from fiscal year 1946 to June 30, 1956 


Education and training: 
World War II (Public Law 346, 79th Cong.) 
Korean war (Public Law 550, 82d Cong.) -_- 


Subtotal, education and training-- 
Vocational rehabilitation for disabled veterans: 
and Korea (Public Law 16 and 894) : 4 


Total, education and training - - - 


Compensation and pension: 
Vorld War II, living and dead_-_-_-_--_-__-- 
Korean 


Other, retired Reserve officers, World War II_____- 


Total, compensation and pension and retired pay -- 


Readjustment allowances: World War II__-- 

Loan guaranty program: 
World War II, 4 percent gratuity payments--.. 
Claims paid and loans and PrP acquired 
Housing for paraplegies - - ak 


Total, loan guaranty - ‘ 
Automobiles and other conveyances for disabled veterans: 


World War II and Korea___.___-__--- 


Grand total 


World War II 


_ $14, 499, 498, 548 


1, 674, 274, 000 


16, 173, 772, 548 


1, 659, 299, 459 


7, 833, 07 2, 007 


12, 943, 216, 061 
540, 832, 243 
313, 432, 793 

13, 797, 481, 097 

3, 776, 596, 059 


403, 933, 571 
187, 690, 038 
42, 655, 5, 695 


634, | 79, », 304 
70, 503, 892 


36, ‘1 1 l, 932. 359 


Mr. Stone. What would be the cost if you didn’t win? 


Mr. Tuomas. That is the other side of the coin. 
you lose. When you win, you lose too. 
rehabilitation and education dollarwise in there. 


supply. 


When you lose, 
I think we have vocational 
Next we'll look at 
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SUPPLY SERVICES 


MAINTENANCE AND OPERATION OF SupPpLY Depots 


Program and financing 


| 4 on . 
| 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
ee ae eS ene $255, 060 $243, 500 | $259, 000 
. Storage operations a 642, 749 638, 900 690, 000 
3. Stock control operations. . 353, 036 413, 200 
A i a aise nnerniiihnackke gamedmns ie 325, 530 332, 400 
Total program costs_.............- ‘ 1, 576, 375 1, 628, 000 
. Relation of costs to obligations: 
Costs financed from obligations of other years, net 
—1,720 
Total program (obligations) _...............-- 1, 574, 655 
Financing: 
Unobligated balance no longer available. __............-.- 53, 345 


Appropriation ‘ ; iat tacit a ee 1, 628, 000 


Obligations by objects 


| 


1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions. ‘da ; ; ‘ , 420 
Average number of all employees - - - _-- . ; d : 364 
Number of employees at end of year.__......_.____..._-- : 375 


Average salaries and grades: 

General schedule grades: 
I inca ccck qe sseanscses ss thence ail 
Average grade a: , = staal GS-5.0 | 

Ungraded positions: Average salary iniiteauiea -| $4, 301 

Personal services: 

Permanent positions-_ --- a Kawahia ------| $1,370, 451 $1, 449, 500 | $1, 582, 800 

Regular pay above 52-week base. ---_- od 5, 223 

Payment above basic rates___. 


: | 19, 757 20, 000 20, 000 
Total personal services._- 1,395,431 | 1, 469, 500 1, 608, 800 
Travel__-__- ee | 2, 454 5, 400 | 6, 000 
Transportation of things. ._- ed ; . | 1, 431 | 700 8, 800 
Communication services__._. > y ; 16, 213 16, 500 16, 900 
Rents and utility services___ : 56,177 | 57, 900 57, 900 
Printing and reproduction... ae : 5, 743 |..-- 9, 000 
Other contractual services_. . . , . | 19, 953 | 9, 900 41, 700 
Supplies and materials_.__.____.___- keel 66, 159 60, 800 68, 200 
a we pai 10, 062 6, 800 25, 000 
Grants, subsidies, and contributions: 
Contribution to retirement fund -.- ‘ | 
Refunds, awards, and indemnities. - . ; | 265 
Taxes and assessments. ___--_-- onthe ‘a 500 





Total obligations.....__._- Pe ' 1, 574, 655 000 | 








} 





254 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


| 
| 
| 
| 


BUDGET AUTHORIZATIONS AVAILABLE | 


| 
Appropriation. -------| $1, 628,000 | $1, 4 28, 000 | — $1, 940, 000 
Obligated balance brought forward : 50, 819 | 555 | 85, 000 
Restored from certified claims account -- ‘“ 8 000 |_- si 
Total budget authorizations available_-__- pineal 1, 678, 819 | ; 555 | 2, 025, 000 
EXPENDITURES AND BALANCES Be 


Expehditures— 
Out of current authorizations_ ____ phocal , 492, 266 1, 543, 000 | 1, 832, 000 
Out of prior authorizations...._._- ag inal 39, 5¢ 81,000 | 

Total expenditures.______- P sic , 531, 856 | 1, 624, 000 | , 900, 000 

Balance no longer available: | 
Unobligated (expiring for obligation) | 53, 
Other__- bh , 065 16, 555 27, 000 

Obligated balance carried forw: ard____. | 32, 555 | 85, 000 | 98, 000 





Total expenditures and balances-_-_- ; pm aott , 678, 819 | 1, 725, 555 2, 025, 000 


Mr. O’Net. That is summarized on page 2-11. 

Mr. Tuomas. They split you up here in two parts, haven’t they? 
They have part of it here in ‘Veterans’ benefits’ and then you have 
part over here in “Medicine,” haven’t you? 

Mr. O’Neru. Yes, we have, Mr. Thomas. On supply, the picture 
is complicated by the fact that it physically is located throughout the 
Nation. The central! office staff is on page 9-8. The inpatient 
program on 10-34. 

Mr. Baker. 2-11 in the front of the book, Mr. Chairman, gives 
you a consolidation. 

Mr. O’New. You will note that that is arranged so that there are 
certain costs for nonsupply activities that are charged into the supply 
program. ‘These, I understand, will be set out separately in the next 
budget, Mr. Thomas. 

Mr. Tuomas. Where are we going to get this information now with- 
out having 15 fingers on each hand? You summarized your totals 
here. You have general administration here, Department of Veterans 
Benefits, that is in another location. Department of Insurance is 
another; medical, miscellaneous is another; inpatient care is another 
one. 

Mr. Baker. Page 2-10 gives the dollar costs according to that 
breakdown. 

Mr. Tuomas. Let’s put page 2-10 and 2-11 in the record at this 
point for Veterans’ Administration supply. 

(The document referred to is as follows:) 
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Summary of supply program average employment and total program costs 


Appropriation 


General administration - 


Department of Veterans’ Benefits... __.. 


Department of Insurance - -- 


Total, general operating expendi- 
tures ace tshe 
Medical administration and miscellaneous 

operating expenses 
Inpatient care 
Outpatient care : be a 
Maintenance and operation of supply 
depots 


Grand total 





Actual fiscal year 
1956 


Aver- 
age em- 
ploy- 
ment 


106 
568 
88 


762 


222 
2, 809 
544 
326 


4, 663 





Total cost 


$507, 252 
2, 835, 274 
440, 200 

3, 782, 726 
1, 352, 567 
12, 605, 065 
2, 486, 959 
1, 576, 375 


21, 803, 692 








} 


| 


Estimated fiscal 
year 1957 


Aver- 
age em- 
ploy- 
ment 


101 
527 
82 
710 
201 

2, 799 
537 
337 

4, 584 





Total cost 


$496, 805 | 


2, 787, 167 
442, 800 

3, 726, 772 
1, 229, 700 
12, 500, 000 
2, 487, 000 
1, 628, 000 


21, 571, 472 


Aver- 
age em- 
ploy- 
ment 


101 
548 
82 


731 





177 
2, 796 
534 


361 





4, 599 





Estimated fiscal 
} year 1958 


= 


Total cost 


$498, 716 
3, 077, 181 
465, 100 


4, 040, 997 
1, 157, 600 
12, 469, 000 
2, 425, 000 
1, 940, 000 


22, 032, 597 
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Mr. Tuomas. What is the difference in these two tables, 2-10 
and 2-11? 

Mr. Baker. 2-10 sets out the total dollar cost within the agency 
and 2—11 sets out the average employment in the supply functions. 


PERSONAL SERVICES 


Mr. Tuomas. Supply, average employment cost and employment. 
It looks as if 2—10 is all inclusive here. 

Mr. Baker. That’s right, except 2-11 breaks down the supply 
program into supply functions and other nonsupply activities. 

Mr. Tuomas. General administration, 106, Department of Benefits, 
568; insurance, 88; medical administrative, 222; in-patient care, 
2,809; out-patient, 544; supply depot, 326, total 4,663 for 1956. 
Is that right? 

Mr. Baker. Correct. 

Mr. Jonas. Those figures don’t jibe with those on page 2-11. 

Mr. O’Nett. Yes, sir; they do. 

Mr. Jonas. Total supply program, 1956, is 5,002 on page 2-11. 

Mr. Baker. Leaye out the supply fund. 

Mr. Tuomas. He is taking out 

Mr. O’Net. One is appropriations and one is the supply fund. 

Mr. Tuomas. Those man-year figures, then, are 4,663 for 1956; 
4,584 for 1957; 4,599 for this year. Is that correct? 

Mr. Baker. That is correct. 

Mr. Tuomas. The dollars are $22,032,597 for 1958, against $21- 
571,472 for 1957, against $21,803,692 for 1956. It is an increase for 
1958 over 1957 but a decrease for 1957 compared to 1956. 

Mr. Yates. This refers to average employment. Is there a table 
which shows actual employment? 

Mr. Tuomas. How many people do you have on your roles as of 
January 1, or December 31, in all your activities? 

Mr. O’Ner. Mr. Thomas, there is one further complication that 
page 2-11 brings out, that, in addition to the responsibility of the 
supply program, there are a considerable number of those employees 
who are not strictly supply operations—that is, are not supply 
activities. 

Mr. Tuomas. For instance? 

Mr. O’Ne mw. On 2-11, the break-out will show you for 1956, which 
was actual, a total of 4,663—this is the third line from the bottom of 
that table. 

Mr. Tuomas. I see it. Go ahead. 

Mr. O’Nett,. Six hundred and four people provide the housekeeping 
functions and represent charges from the in-patient program, where a 
hospital provides the space for a regional office, and the actual employ- 
ment within the Department of Benefits at those regional offices which 
are provided by GSA; but certain additional functions have to be 
provided. 

Mr. Tuomas. How many of them—600? 

Mr. O’Net. Six hundred and four of those in that supply budget. 
In addition to this, there are 141 equipment repairmen, leaving a net 
of 3,918 engaged in procurement, storage and issue and accounting 
for supplies. 

Mr. Tuomas. What is that repair figure? 
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Mr. O’New. 141. 

Mr. Tuomas. You have 4,663 less 745. What do those 745 people 
do now? 

Mr. O’Neuit. That figure represents, in part, a common service 
charge to the program for engineering and housekeeping funciions 
furnished by hospitals to regional offices located in space owned by 
the VA and maintained by the hospitals. 

wo Monk. Chauffeurs, guards, maintenance men, engineering 
people. 

Mr. O’Nett. For the district offices; in other words, when they are 
out in hospital buildings. 

Mr. Txomas. What is the point in carrying them here rather than 
some place else? Or is this as good a place as you can carry them? 
You didn’t want to charge them up to the regional offices. Is that it; 
or what? 

Mr. Stone. They work for both. 

Mr. Toomas. You have to charge them to some place. 

Mr. O’Nut. I think that is a question for one of the comptrollers. 
My responsibility is the first column. 

Mr. Tuomas. They say they work for both. They work for every- 
body in the whole VA, then; don’t they? They do work for every- 
body. Where are these 141 repair people located? 

Mr. O’Nui. They are sitiatpelly typewriter repairmen in the 
regional offices. 

Mr. Tuomas. In your paint shops? In yourdepots? Is that where 
they are? Or are they located in the hospitals? 

Mr. O’New. Notin this program. Wait aminute. In the total of 
141, the paint shop and the depot is not included in that. That figure 
is in the supply column; in the supply fund entry below the appro- 
priation totals. So they are within the ‘Service and reclamation” 
total for 1958. Under the “Supply,” 58 people in the equipment 
repair. 

Mr. Tuomas. You break it down into supply function. You call 
it supply function here. Just what do you mean by “supply 
function’’? 

Mr. O’Net. I mean the purchasing, the storage and warehousing, 
the issuance and delivery to the point of use, and the accounting 
therefor. 

Mr. Tuomas. Then you have another item of equipment repair, 
other nonsupply items, housekeeping, paint shop operators, equip- 
ment repairs to warehouses; and I guess in your shops right there at 
the hospitals, too, you have some Riiabskeaping people, and for the 
regional offices where they are located in your hospitals. 


DISTRIBUTION OF PERSONNEL 


You divide it all over the lot. Where are your people located now? 
How many do you have in the central office, and where are the rest of 
them? 

Mr. O’Neru. The 1956 actual employment? 

Mr. Tomas. Where are they located now? ! 

Mr. ©’Net. Thirty-one are in the office of the chief purchasing 
agent. 

Mr. Tuomas. Where is that located? 
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Mr. O’Netu. That is located in Washington. We have 34 in the 
central office housekeeping supply; supplies and equipment for the 
departmental organization. 

Mr. Tomas. In the District of Columbia? 

Mr. O’Net. In the District of Columbia; a total of 65 in the 
departmental activities in Washington. We also have a hospital at 
Mount Alto and the regional office. 

Mr. THomas. You have some in the New York office; have you not? 

Mr. O’Nett. Yes, sir. 

Mr. Toomas. How many there? Do you charge those to depart- 
mental or field? 

Mr. O’Net. Field. 

Mr. THomas. What do they do in New York in your supply office? 
You have a big supply office there; haven’t you? 

Mr. O’Neit. Approximately 50 percent of the supply budget is 
spent locally. It is not done under centralized purchasing activities. 

Mr. Tuomas. But that group in New York is not doing local pur- 
chasing. According to my understanding, they were sort of an ad- 
junct to the Washington office; weren’t they? Or did I misunderstand 
that. 

Mr. O’Ner.. Not in supply. 

(Discussion off the record.) 

Mr. O’NeiL. You may be talking about canteens. 

Mr. Tuomas. That’s right; canteens. You mean that is separate 
and distinct from this, too? Couldn’t you do ail that work pretty 
well and save a little money? 

Mr. O’Nett. I am not sufficiently familiar with it to answer that. 

Mr. Jonas. I can understand why you might need 31 people here 
in the central office, but why do you need 34 for housekeeping in 
Washington? You don’t distribute supplies out of Washington. 

Mr. O’Net. No; but each station must obtain from our own depots, 
from GSA, from local purchases, supplies and equipment for the use 
of that office. 

Mr. Jonas. What organizations do you furnish supplies to from the 
Washington office? 

Mr. O’Neru. From this office? The departmental organizations 
where those people are located, at H Street and Vermont Avenue. 

Mr. Jonas. You mean the central office? 

Mr. O’Ner. The central office. 

Mr. Jonas. Does it take 34 people to move the supplies about and 
deliver them to the canteens? Is that what you mean in that building? 

Mr. O’Ner. You acquire the supplies through purchase—prin- 
cipally through purchase or requisition. 

Mr. Jonas. And they are delivered to the offices? 

Mr. O’Nett. Yes, sir; they are delivered into the office. Inventories 
must be controlled and maintained there; administrative offices must 
be supplied. 

Mr. Ketsry. Mr. Chairman, I would like to remind you at this 
point, that in the Administrator’s statement yesterday he indicated a 
proposed reduction of $475,000 in this program. That would come 
off of this $22,032,000 in that last figure at the bottom of page 2-10. 

Mr. TxHomas. How many employees would that be? 

Mr. Ketszy. About 120. 
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INPATIENT CARE SUPPLY FUNCTION 


Mr. Tuomas. We had in mind a much bigger figure than that. 
Frankly, here is the thing that gives us more concern than anything 
else. What about this figure of 2,706 employees for 1956 and 
2,696 for 1957 and 2,694 for 1958? You list it as inpatient care. 
That is in the hospitals and domiciliary homes. That covers your 
domiciliaries, too; doesn’t it? 

Mr. O’Net. Yes, sir; that does. 

Mr. Tuomas. Tell us briefly about that. How many do you have 
to an installation? How many beds per man do you have in these 
various installations? That is where your big workload is. 

Mr. O’Net. The detail on that, Mr. Thomas, is with the medical 
people who are not here right now. Could we cover that when they 
are here? 

Mr. Tuomas. Mr. Kelsey, you promise you are not going to treat 
Mr. O’Neil like this next year. You are going to wrap him up in 
a nice little section in the budget. 

Mr. Krusry. We will be glad to work to improve this as we can. 
We would like to give you just what you want, Mr. Chairman. This 
year we added these statements such as the one on 2-11, which brings 
all of the supply activities that are under the jurisdiction of Depart- 
ment of Medicine and Surgery, insurance, central office, the regional 
offices, all onto one page. 

ee also, for the sake of accuracy, took out any that were not purely 
supply. 

Mr. Tuomas. You are always very fine. We thank you very much. 
And you are most helpful, too. 

Let us come back at 1 o’clock and see if we cannot move on a little 
bit faster. 

AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
When we adjourned at noon, we were talking about the supply 
situation. 

Mr. O’Neil, the big item in your shop is 2,799 employees. Where 
are they located, in how many installations? 

Mr. O’Net. In 173 hospitals. 

Mr. Tuomas. That is your hospitals? 

Mr. O’Net. The inpatient care program is the hospitals. 

Mr. Tuomas. That is two-thirds of your workload. 

Mr. O’Nett. I didn’t understand the question? 

Mr. Tuomas. That is two-thirds of your workload. 

Mr. O’Net. Two-thirds of the workload. 

Mr. Tuomas. What do they average—one at least in every hospital 
up to how many in some of the big hospitals? 

Mr. O’Nem. They average about 17 to a hospital. 

Mr. Tuomas. What about your outpatient care? That is a pretty 
good clip there, too. 

Mr. O’Neru. The outpatient care program has no actual employees, 
The figures that are there against the outpatient care program repre- 
sent a proportionate charge of those people who actually supply the 
outpatient program. That is done either by a hospital in certain in- 
stances or by employees in the regional offices where the clinic is 
located in the regional offices. 
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That is, of course, the area in which Mr. Higley has indicated to 
you in his opening statement that he proposed to consolidate. 

Mr. Tuomas. What is that going to be charged to then? 

Mr. O’Net. It will still be charged in the budget to the outpatient 
appropriations as a common service charge. 

Bar. Tuomas. It is taken off of supply and charged to outpatient 
care? 

Mr. Hietry. With fewer people involved. 

Mr. Tuomas. How many fewer? 

Mr. Hietxy. One hundred and twenty is what we are aiming at, 
at least. We think we are safe in saying 120 less. 

Mr. Tuomas. Is this a firm figure here of $22,032,597 cost for 1958 
of the supply program? 

Mr. Keusey. Mr. Chairman, that is reduced by $475,000. 


SUPPLY DEPOTS 


Mr. Tuomas. Then in the printed budget in the bill we have an 
item for maintenance and operation of supply depots. This is what 
the Comptroller General was speaking of the other day—$1,940,000. 
That is a very small part of the picture, particularly when the overall 
cost is in the neighborhood of $22 million. 

What is the cost on the depot you have listed this year? 

Mr. We ts. It is on page 12-1. 

Mr. Tuomas. It is not in this table on 2-10? 

Mr. We ts. The total is on there. 

Mr. Tuomas. 326, 1956 employment; 361, 1958 employment; 
$1,940,000, 1958 fund requirement. 

Mr. O’Netu. That increase, Mr. Thomas, represents a transfer of 
24 people from the program for medical administration and miscella- 
neous operating expenses. The appropriation for the depot program 
has never included the total cost for the depot program. It includes 
only that cost at the three field locations—Wilmington, Hines, and 
Summerville. 

In addition to that, the cost of buying supplies to go into the depots 
has been borne in the medical administrative program. It is physi- 
cally located at Washington. 

Mr. Tuomas. It should be pointed out that the supply depots cost, 
this year, $1,940,000, with 361 employees against 337 employees, and 
a cost of $1,628,000. Mr. O’Neil says that carries how many em- 
ployees which should properly be charged to which account now? 
Did you say 41 or 42? 

Mr. O’Neit. The medical administrative account. There were 
actually, in 1957, 46. Of that 46, we propose to transfer 24 to the 
depots physically, leaving 22 more that are in the medical administra- 
tive program. 

Mr. Tuomas. But you have 24 to be charged to the 1958 depot 
account that are now in medicine. 

Mr. O’Netw. That’s correct. 

Mr. Tuomas. What do they do in medicine? 

Mr. O’Nei. The centralized procurement depot purchasing was in 
the past, until 3 years ago, done entirely in Washington. At that time 
we began moving certain of the commodity groups purchasing require- 
ments to the depot itself. 
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Mr. Jonas. You said that 24 employees are being transferred from 


medical administrative and miscellaneous operating expenses down to’ 


the supply depot. That increases that number by 24. But the dif- 
ference in the money reduction is $172,000 against $312,000. This 
difference in the number of people doesn’t account for the difference 
in money in those two programs. 

In other words, the $1,157,600 for 1958 deducted from the $1,129,700 
in 1957 on the medical administrative line is only $172,000 down. 
But your increase on the supply line is $312,000. 

Mr. O’Nem. The breakdown on that occurs on page 12~1. The 
personnel costs at the depot increased by $139,300. 

Mr. Jonas. You have some increases then in the supply depots for 
1958 above 1957 by more than would be reflected in the transfer of 
the 24 personnel. 

Mr. O’Neru. That is correct. 

Mr. Jonas. What are those increases? 

Mr. O’Nert. As I pointed out just before the adjournment for 
lunch, the detail on that is with the Controller of the Department of 
Medicine and Surgery, and he is not here. I would like to have him 
in order to answer that question. 

Mr. Tuomas. He will be here at 2 o’clock. 

Mr. Keusry. Mr. Chairman, there is $97,200 in that figure for 
civil-service retirement contributions which is an added expense this 
year. 

Mr. Jonas. That would reduce the difference, then, by that 
amount? 

Mr. Ketsey. Yes, sir. 


SUPPLY FUND OPERATIONS 


Mr. Tuomas. Mr. Reporter, at this point let’s tie in the supply 
fund right here. Put pages 28-1, 28-2, and the table on page 28~4 in 
the record. 

(The pages referred to are as follows:) 


SuppLty Funp 
SUPPLY FUND PROCUREMENT PROGRAM 


Essentially all supplies and equipment utilized in the operation of Veterans’ 
Administration hospitals, regional offices and insurance centers are procured 
through the supply fund. Personal services and other costs incidental to the 
operation and administration of supply activities are charged directly to applic- 
able operating appropriations and are not an operating expense of the fund, 

On June 30, 1956, the total inventory investment of the fund was '$27,417,355. 
Of this amount, $13,891,953 was warehoused in 3 supply depots located at Somer- 
ville, N. J., Hines, Til., and Wilmington, Calif.; $12,858,983 was located in 226 
supply warehouses of Veterans’ Administration field installations. Field station 
inventories remained static throughout 1956. 

Supply depot stocks were decreased $5,999,958 in fiscal year 1956 through the 
consumption of stocks on hand without replacement and the disposition of ex- 
cesses. As a result of this conversion of inventories into cash, $3 million was re- 
turned to the Treasury in fiscal year 1956 as being excess to the operating needs 
of the supply fund. 

It is estimated that a further reduction in inventories will be made in fiscal 
year 1957. It is planned to return $4,235,066 supply fund cash to the Treasury 
in fiscal year 1957. Of this amount, $4 million represents cash excess to the re- 
quirements of the fund and $235,066 the cumulative operating gain at the end of 
fiscal year 1956. The total return of capital to the Treasury will be $16 million 
in 4 years of supply fund operation. 
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Sales of supplies and equipment and services in fiscal year 1956 totaled $127,- 
182,915 as compared to $127,189,372 in the preceding year. Sales of supplies, 
equipment, and services are estimated at $137 million in fiscal year 1957 and sales 
of supplies, equipment, services, and printed matter are estimated at $138,500,000 
in fiscal year 1958. 

Inventory investment of 27.5 million supported sales of 127 million, turning 4.6 
times per year and representing less than 80 days’ stock on hand. 


Service and reclamation shops 


A service and reclamation shop is located at each of the Veterans’ Administra- 
tion supply depots at Somerville, N. J.; Hines, Ill.; and Wilmington, Calif. These 
shops are used for servicing, reclaiming, modernizing and reconditioning supplies 
and equipment on hand and returned to supply depots by field stations; servicing 
and repairing equipment at field installations; the repair at depot of field-station 
equipment; and inspection and acceptance of new equipment at station and supply 
depots. 

he cost of this operation is defrayed by the supply fund and reimbursement is 
obtained from applicable appropriations for the cost of services rendered. Asa 
supply-fund operation it has the effect of directly charging using appropriations 
with services rendered at the time they are rendered. 

Salary costs in fiscal year 1956 were $293,735, average employment, 57.4, as 
compared to salary costs of $327,105 and average employment of 67.2 for fiseal 
year 1955. The average employment estimated for fiscal year 1957 and fiscal 
year 1958 is 48.0 with salary costs estimated at $262,950 in each year. 


Book and periodical activity 

This activity is located at the Somerville, N. J., supply depot and handles the 
processing of awards and contracts, the preparation of purchase orders and the 
follow-up of deliveries of books and periodicals for all Veterans’ Administration 
installations. As a centralized procurement organization under the supply fund 
it provides a service which otherwise would be uneconomically obtainable by 
field installations. Sizable discounts obtained through centralized procurement 
would not be realized if each field station of the Veterans’ Administration effected 
procurement of these books and periodicals at its own level. Under supply-fund 
financing, operating costs are charged to consuming appropriations as part of the 
reimbursements made to the fund for books and periodicals procured. 

Salary costs for this activity were $53,348 in fiscal year 1956 with average em- 
ployment at 14.4. As indicated in last year’s submission it is estimated that 
under full staffing salary costs will approximate $78,600 for each of fiscal years 
1957 and 1958 with average employment at 20.0. 


Motion-picture inspection and shipping activity 

This organization, located at the Veterans’ Administration regional office in 
New York City, performs a service directly associated with the showing of motion- 
picture films to veteran patients in hospitals, domiciliaries and homes. Its func- 
tions are to receive film from producers, inspect, edit, pack, and ship film to field 
installations on the film circuit. As a supply fund operation, expenses are re- 
couped from medical appropriations involved in the rental of films for showing in 
Veterans’ Administration installations. Operating expense of this activity was 
$20,409 in fiscal year 1956 with average employment of 3.0 persons. Estimated 
operating expense in each of fiscal years 1957 and 1958 is $22,630 with average 
employment remaining 3.0. An amount of $470 is included in each year’s estimate 
for the procurement of a motion picture screen and projector. 


VA printing and reproduction program 

The printing and reproduction program in the VA is operated on a centralized 
basis to provide printed matter and printing services to the central office and the 
field installations. Printed matter is acquired by the VA in aecordance with the 
rules of the Joint Committee on Printing and Binding from the Government 
Printing Office, General Services Administration, commercial printing sources, 
and from VA operated printing plants in Washington, D. C., and St. Louis, Mo. 
Printed matter is distributed to using elements through two depots maintained 
adjacent to the VA printing plants. Expense of this program, in the past, was 
charged to a general operating expense appropriation of the VA and not dis- 
tributed to the actual recipients of the as or services. 
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A. Statement of sources and application of funds 


1956 actual | 1957 estimate | 1958 estimate 


FUNDS APPLIED 
To operations: 
Procurement and services program: 
Acquisition of operating equipment $9, 600 $5, 000 
Expense: 
120, 996, 289 134, 947, 288 133, 449, 878 
232, 932 230, 000 230, 000 
1, 775, 013 1, 750, 000 1, 775, 000 


Total, procurement and services program , 005, 136, 936, 888 135, 459, 873 








Publications and reproduction program: 
Expense: 

Purchases . 1, 870, 751 

: 1, 098, 909 

491, 461 


Total, publications and paren ion 4 Dengname 3, 461, 121 
Increase in selected working capital... -- ‘ 1, 073, 416 woes bbls 








Total applied to operations _ 138, 010, 304 

To financing: } 
Payment of earnings to Treasury : 235, 066 
Retirement of Government’s investment___.........-- pee? 4 4, 000, 000 
Increase in Treasury cash 


Total applied to financing . 2 4, 235, 066 














Total funds applied 732, 166 142, 245, 370 139, 920, , 94 


Mr. Tuomas. I notice: 


Supply depot stocks were decreased $5,999,958 in the fiscal year 1956 through 
the consumption of stocks on hand without replacement and the disposition of 
excesses. s a result of this conversion of inventory to cash, $3 million was 
returned to the Treasury as being excess to the needs, 

On June 30, 1956, the total inventory investment of the fund was $27,417,355. 
Of this amount, $13,891,953 was warehoused in 3 supply depots located at Somer- 
ville, N. J., Hines, Ill., and Wilmington, Calif.; $12,858,983 was located in 226 
supply warehouses of Veterans’ Administration field installations. Field-station 
inventories remained static throughout 1956. 

It is estimated that a further reduction in inventories will be made in fiscal 
year 1957. It is planned to return $4,235,066 supply fund cash to the Treasury in 
fiscal year 1957. Of this amount $4 million represents cash excess * * * The 
total return of capital to the Treasury will be $16 million in 4 years of supply-fund 
operation. 


What was the original capitalization? 

Mr. O’Netw. $54,547,000. 

Mr. Tuomas. When was it set up? 

Mr. O’New. July 1, 1953. 

Mr. Tuomas. Sales of supplies and equipment and services in fiscal 
year 1956 totaled $127,182,915 as compared to $127,189,372 in the 
preceding year, out of $54 million capitalization. So you have turned 
it three times, presumably. 

Mr. O’Neru. That is correct. 

Mr. THomas (reading) : 


Sales of ee, equipment, and services are estimated at $137 million in 


fiscal year 195 d sales of supplies, equipment, services, and printed matter 
are estimated at $138,500,000 in fiscal year 1958. 

You are doing better than I gave you credit for. I was giving you 
3 for 1. Out of your $54 million, you have returned $16 million to ‘the 
Treasury then. 

Mr. O’Neiu. We have returned $16 million to the Treasury. 
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GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Program and financing 
oa 
1956 actual | 1957 estimate 1958 estimate 


Program by activities: 
Medical care and treatment of veterans $2, 078, 805 $2, 000, 000 | 

2. Construction and equipping of hospitals..............-- 1, 500, 294 300, 234 

Total obligations 3, 579, 099 2, 300, 234 | | 

Financing: 
Unobligated balance brought forward —1, 800, 528 | —300, 234 | 
Unobligated balance carried forward--_---........- ae 300, 234 |. oh oaks ee 
Unobligated balance no longer available 421, 195 |- ‘ 





NEI crests ies areal eine nd write wiinantsiininn nacteieatnlaheae ae 2, 000, 000 | 1, 750, 000 





Obligations by objects 


i 








1956 actual iF 1957 e stimate | 1958 estimate 


11 Grants, subsidies, and contributions___- | $3, 579,099 | $2, 300, 234 | $1, 750, 000 








Dutod authorizations, epee and balances 





1956 actual | 1957 estimate | 1958 estimate 


RUDGET AUTHORIZATIONS AVAILABLE | 
| 


Appropriation - . --- smilies ieteenaitee | $2, 500, 000 $2, 000, 000 | 
Unobligated balk ance ‘brought forward. eres 1, 800, 528 300, 234 


Total budget authorizations available__. atl a 4, 300, 528 2, 300, 234 


EXPENDITURES AND RALANCES 


Expenditures— | 
Out of current authorizations. - sone adnehehshies eld 2, 078, 805 2, 000, 000 
Out of prior authorizations_.._......- 1, 500, 294 | 300, 234 
Total expenditures , 3, 579, 099 2, 300, ‘234 , 750, 000 
Unobligated balance no longe r available (¢ xpiring for ob bliga- 
tion) 421, 195 |.._- 
Unobligated balance carried forward Sa 300, 234 


Total expenditures and balances-_---- asaeeenn’ 3 28 2, 300, 234 . 750, 000 





Mr. Tuomas. Let’s take another look at “Grants to the Philip- 
pines.”” That is on page 20-1, gentlemen. 

The funds requested under this title are for payment of grants- 
in-aid in accordance with section 4 of Public Law 865, 80th Congress, 
as amended. 

I would like to ask these medical people a few questions here, but 
they are not present at the moment. It seems as if one of these 
medical colleges down in my section, in their research and medical 
school, was training a young Philippine doctor. Apparently he has 
a stroke of genius in him. The world-famous Dr. Lavecchi is there. 
He is the one who takes your heart out, freezes you, and maybe 
transfers it to somebody else, puts it back in and sews it up and then 
in about 30 days you are all mght. 

Apparently he has got him a ‘F ilipino with a stroke of genius in him. 
Now he wants him to go back to the Philippines and start cutting out 
Philippine hearts. 

(Discussion off the record.) 
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Mr. Txomas. Will vou insert, Mr. Reporter, pages 20-1 and 20-2, 
(The documents to be inserted are as follows:) 


DEPARTMENT OF VETERANS’ BENEFITS, FreuD—GRANTS TO THE 
REPUBLIC OF THE PHILIPPINES, $1,750,000 


Summary of requirements 


| 

Increase (+) 

Actual, | Estimated, | Estimated, or de- 
fiscal year fiscal year fiscal year crease (—), 

| 1956 1957 1958 1958 over 

| 1957 

| . 

| 





Medical care and treatment of veterans: 
Average number of patients: 
Contract hospitals : a 
New Philippine veterans hospital a 





Patient-days: 
Contract hospitals. -..- se 112, 785 7, 77 
New Philippine veterans hospit: BEL cas 66, 795 218, 380 | 





dee eet CLL Settee : _179, 580 


Cost per patient-day: 
Contract hospitals 
New Philippine veterans hospit al_. 
Total average 


Summary by type cost: 
Contract hospitals. . - -- inn 1, 033, 495 45, 500 27, 500 ; 
New Philippine veterans hospit a... .| 1, 045, 310 1,954, 500 | 1, 722, 500 — 232, 000 











2, 000, 000 | 1, 750, 000 — 250, 000 


The funds requested under this title are for payment of grants-in-aid to the 
Republic of the Philippines as reimbursement for medical care and treatment 
furnished eligible veterans in the Philippines in accordance with section 4 of 
Public Law 865, 80th Congress, as amended. 


Medical care and treatment of eligible veterans 

The aforementioned act authorized $3,285,000 per year, not to exceed 5 years 
for hospitalization in contract hospitals, or the new Philippine veterans hospital 
if completed prior to the expiration of the 5-year term. The total original au- 
thorization, therefore, was $16,285,000. Of this amount, a total of approximately 
$6 million was expended by December 31, 1954, which was the end of the 5-year 
period. 

The extension amendment, Public Law 421, 83d Congress, approved June 18, 
1954, authorized the following reimbursement on a calendar year basis: 


Calendar year 1955__. ia 14 aimee aid wy ey OOO ORE 
Calendar year 1956_ - ie ‘ SA 2, 500, 000 
Calendar year 1957_ Lee : _... 2,000, 000 
Calendar year 1958_ he ‘ ee a 1, 500, 000 
Calendar year 1959 1, 000, 000 


The present appropriation request of $1,750,000 for fiscal year 1958 accords 
with the limitations prescribed for calendar years 1957 and 1958. 


Construction of new Philippine hospital 


Public Law 865, 80th Congress, also authorized the Administrator to reimburse 
the Republic of the Philippines not to exceed $22,500,000 for construction and 
equipping of a hospital for those veterans with service-connected disabilities. 
$9,400,000 was subsequently appropriated for this purpose. By June 30, 1956, 
a total of $9,099,766 had been expended and the hospital in Manila is now vir- 
tually completed. This hospital was inaugurated on November 20, 1955, and 
began accepting patients around the first of December 1955. Construction 
contracts for 50 beds for neuropsychiatric patients were authorized to be awarded 
on July 28, 1955. This construction, being paid for from within the $9,400,000 
originally appropriated, has also been completed. 
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Mr. Tuomas. For the calendar year 1955 you gave them $3 million; 
and this year it is $1,500,000. 

The present appropriation request of $1,750,000 for the fiscal year 1958 accords 
with the limitations prescribed for the calendar year 1957 and 1958. 

Mr. Monk. The limitation is a calendar-year limitation, so we have 
to split that. 

Mr. Tuomas. You mean you are making it a calendar-year limita- 
tion? 

Mr. Monk. No, sir; in the law it is a calendar-year limitation. We 
are converting to a fiscal-year limitation. 

Mr. Tuomas. The original authorization was $16,425,000. Of this 
amount, a total of approximately $6 million was expended by De- 
cember 31, 1955, which is a 5-year period. Off the record. 

(Discussion off the record.) 


INSURANCE 


ADMINISTRATIVE ExprENnsEs 


99 


Mr. Tuomas. Let’s go to “Insurance,” gentlemen. Will you put 
pages 7-2, 7-3, 7-4, 7-5, 7-6, 7-7, and 7-9 in the record. 
(The documents to be inserted are as follows :) 


DEPARTMENT OF INSURANCE, $24,468,000 


The Department of Insurance, 1 of the 3 basic operating components of the 
Veterans’ Administration, is responsible for the operation of the various insurance 
programs for eligible veterans and servicemen as provided by existing laws, 
including: (1) The program which had its origin in World War I, known as United 
States Government life insurance (USGLI), (2) the program which had its incep- 
tion in 1940, known as national service life insurance (NSLI), (3) the program 
known as veterans’ special term insurance, and (4) the program known as service 
disabled veterans insurance, the latter two programs having been created pursuant 
to amendments to the basic NSLI Act. The magnitude and scope of the four 
programs are indicated by the following statistical data: 


[In millions] 





Policy data June 30, 1956 Revolving and trust fund data 


Program | 
Policies in Fiscal year | Fiscal year} June 30, 
force | Face value | 1956 | 1956 dis- | 1956, fund 
income j|bursements} assets 


$95. 0 $1, 344.3 
535. 1 5, 672. 8 


630. 1 1) 7,017.1 


U. 8. Government life insurance (1)_.- | $1, 664.0 $75 
National service life insurance (2) (3) (4) 41, 227 0 | 647 


| 

| 

| 
42, 891. 0 | att 





In addition to the above basic insurance programs, the Department is respon- 
sible for (1) servicemen’s indemnities, to the extent of budgeting and accounting 
for, and paying of running awards; (2) adjusted compensation, involving the 
settlement of reasserted claims and outstanding adjusted service certificates ; 
and (3) article IV of the Soldiers’ and Sailors’ Civil Relief Act of 1940, which deals 
with the guaranty of premium payments to insurance companies on private life 
insurance policies carried by servicemen during active military service. All 
administrative expenses incident to the operation of these programs are borne 
by the United States Government from the “ General operating expenses appropria- 
tion.”’ 

The Department is under the direction of the Chief Insurance Director who is 
responsible directly to the Administrator of Veterans’ Affairs for the administra- 
tion of the aforementioned veterans’ insurance programs, The Chief Insurance 
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Director is assisted by the Deputy Chief Insurance Director, and the following 
key staff officials: Insurance counsel; Assistant for Systems and Evaluation, 
Assistant for Administration Controller, Chief Actuary; and Directors of Insurance 
Accounts, Underwriting, and Insurance Claims Services. The insurance operations 
are currently conducted at four field stations, namely, the Insurance Center, 
District of Columbia, Philadelphia and St. Paul district offices, and Denver 
VA Center. 

The estimate of $24,468,000 presented and justified in the succeeding pages 
covers all operating expenses expected to be incurred by the Department during 
the fiscal year 1958. This estimate is $465,000 less than estimated requirements in 
fiscal year 1957 and $2,127,960 less than actual costs incurred in fiscal year 1956, 
These reductions are estimated despite increased expenses in 1957 and 1958 which 
will result from recently enacted servicemen’s and veterans’ survivor benefits 
legislation, contributions to the civil service retirement fund, and generally 
increasing costs of equipment, supplies, and services used in operations. Further, 
these reductions will be accomplished in the face of a relatively constant workload 
as represented by policies in force. The decreasing annual operating cost per 
policy since fiscal year 1954 is reflected in the following comparisons: 





Operating Policies in 


Annual cost 
Fiscal year costs (mil- | force (mil- 


per policy 
lions) lions) 








30. 1 
26. 6 | 
24.9 
may © 


ASAOam 
eoorosy 


Pee 
; 
$37. 2 . 3 $6. 55 








1 Includes cost of new legislation requiring payments to civil service retirement fund ($1,282,345) not appli- 
cable to previous years. Excluding this item, annual cost per policy would be $3.62. 


The estimate detailed in the following summaries is presented and justified in 
the succeeding pages. 
Summary of costs by activity 


Activity Actual, fiscal | Estimated, | Estimated, 
year 1956. fiscal year 1957) fiscalyear 1958 


Departmental: Program planning and direction - ----. wd $2, 116, 416 | $2, 162, 750 #4 496, , 000 


Field: org 
Executive administration ae A padi onedion 5, 2! 108, 885 


Insurance operations: vf 
Office of Assistant Manager and Director 306, 211 | 323, 123 
Premium accounts. -- ; 14, 5 21, 162 14, 346, 363 | 13, 695, 050 
Underwriting : ‘i 2, 837, 787 2, 357, 905 2, 137, 925 
Disability insurance claims. -.-_-......--.- Doig ca el 1, 132, 581 1,004, 410 991, 730 
I TOA Bt et o  cbkibncewees 1, 133, 447 860, 749 868, 578 
Evaluation and systems Sst seme 700, 466 682, 280 | 714, 390 


Subtotal insurance operations.......................| 20,650,745 | 19, 557, 918 | 18, 730, 796 


Office services: 


Administrative inde scbigetdaken 1, 849, 431 | 1, 382, 798 1, 366, 951 
a. ; 1, 179, 170 1, 052, 443 | 1, 077, 096 
ecco soaeaedgmantite anneceranenrh . abe a 279, 946 249, 060 239, 982 
i nsietiali ane cetdintiiadhin GW <wasis anigutvetidiean 414, 995 419, 146 439, 875 


Subtotal office services.-_-.__- cham pons 3, 723, 542 3, 103, 447 3, 123, 904 


Wei iat al seat diane: Lasiertlia iC) alt Saeed 11 22, 770, 250. “21,9 972, 000 


| =——|— == 


Total costs Department of Insurance -_--_...--.-...-. 26, 595, 960 | 24, 933, 000 24, 468, 000 














269 


Comparative summary of average employment and personal services costs 


} 


Activity 


Aver- | 


Fiscal year 1956 
actual 


age 

em- 
ploy- | 
ment 


Amount 





Departmental: 


Id: 
Office of the Manager. 


Office of Chief Insurance Director... 
Office of Deputy Chief Insurance 
Director. 

Office of insurance counsel 

Assistant for administration 
Assistant for systems and evaluation__. 
Director, Insurance Accounts Service_. 
Director, Underwriting Service. .-.._.| 
Director, Insurance Claims Service. __| 
Controller, Department of Insurance - - 
Office of Chief Actuary 


Total, departmental 


Office of Manager and 
Director 
Premium Accounts Division__.___----| 
Underwriting Division. | 
Disability Insurance Claims Division 
Insurance Files Division ‘ 
Evaluation and Systems Divi ision__. 
Administrative Division-.- 
Finance Division 
Personnel Division-- 
Supply Division 


Dee, Wee. ss ais2c22: 


Assistant 





Total, Department of Insurance. - -| 


$20, 060 


33, 938 
29, 405 
309, 876 
320, 223 
62, 385 
62, 474 
72, 707 
320, 865 
713, 278 


1, 945, 2 





101, 167 


305, 025 | 

13, 588, 182 | 

| 2,795,905 | 
1, 119, 985 | 

1, 076, 760 | 
693, 795 | 
1,190 106 

1, 165, 815 
252, 746 | 

305, 768 


55 | 22, 595, 254 | 


6, 128 | 





24, 540, 465 | 


Fiscal year 1957 
estimate 


Aver- 
age 
em- 

ploy- | 

ment 


58 
149 





365 | 1 


15 | 


13, 
2, 


ie 242 


20, 
5, 607 


| 22, 


Amount 


, 956, 300 | 


, 035, 280 | 


Fiscal year 1958 
estimate 


| Aver- | 


age 
em- 
| ploy- 
ment 


| 
35, 310 | 
29, 660 | 
305, 670 | 
433, 400 | 
62, 180 | 
64, 760 
69, 530 | 
312, 320 | 
619, 830 | 


105, 890 | 


282, 029 
320, 600 | 
984, 200 | 
817, 035 | 
673, 915 | 
822, 571 | 


473 
161 


245 
225, 100 
291, 040 


847, 700 4, 


804, ‘000 4,954 


Comparative summary of costs by object 


Average employment-_- 


ol 


Personal services................--- > 
Travel employee --_- 

Transportation of things--_-__- 
Communications - - . ..-- 

Rents and utilities.. 

Printing and reproduction 

Other contractual services - - - - 
Supplies and materials 
Equipment-___...-. 

Grants, subsidies, and contributions _- 
Refunds, awards, and indemnities _ ___- 
Taxes and assessments...........------ 


Total costs 





Actual, 
fiscal year 
1956 


($24, 540, 465 
59, 550 

39, 058 

598, 103 
449, 932 


298, 026 
434, 650 


140, 144 


~~ 30, 055 


Estimated, | 
fiscal year | 
1957 


5, 607 | 

~ $22, 804, 000 | 

75, 000 | 

41,615 | 

499, 000 | 

655, 900 | 

; | 

238, 500 | 
475, 270 

138, 000 | 





5, 977 | 


26, 595, 960 | 


24, 933, 000 | 


357 | 
15 | 
2, 996 | 


214 | 
113 | 
209 | 


597 


| Amount 


65, 010 
69. 795 
313, 520 
564, 030 


1, 965, 300 


107, 550 


286, 685 

11, 806, 953 
| 1,954, 430 
| 914, 480 
767, 225 
659, 355 
763, 537 

} 990, 235 


37 | 


18, 742, 700 


20, 708, 000 


Estimated, 
fiscal year 
1958 


” $20, 708, 000 
77, 000 

20, 000 

493, 050 
681, 150 
468, 000 
151, 785 
471, 165 
112, 400 

1, 282, 345 


24, 468, 000 





270 


Departmental, $2,496,000 


| 
| Increase (+) 
Actual, | Estimated, | Estimated, | or de- 
fiseal year | fiscal year fiscal year crease (—), 
1956 1957 1958 | 1955 over 
| 1957 
| 


Average employment. -._-.-...-..-....--..-.-- 373 | 365 357 


Costs: 
Personal services | $1,945,211 | $1,956,300 $1, 965, 300 +-$9, 000 
Other operating-...............-- . soe 171, 205 206, 450 530, 700 | +324, 250 


Total cost ates aak 2, 116, 416 2, 162, 750 2, 496, 000 | +333, 250 


The above estimate of funds is requested to provide for personal services and 
other operating costs of the departmental staff functions. 


Personal services—Summary of average employment 


| | 
Increase 


Actual |Estimated|Estimated| (+) or 
fiscal year| fiscal year|fiscal year| decrease 
1956 1957 1958 (—) 1958 
Over 1957 


Office of Chief Insurance Director 

Office of Deputy Chief Insurance Director 
Office of Insurance Counsel - _- ; 
Assistant for Administration 

Assistant for Systems and Evaluation. 
Director, Insuranee Accounts Service 
Director, Underwriting Service 

Direetor, Insurance Ciaims 

Controller 

Chief Actuary 


Total average employment. 
! 


The Chief Insurance Director directs and is responsible for the operations of the 
Department of Insurance. The Deputy Chief Insurance Director is his full 
assistant. The other officials function as staff assistants and are responsible for 
the development and recommendation of policies, plans, program objectives and 
guidelines for the direction and supervision of the technical procedures. 

To continue an efficient and economically operated insurance service for veteran 
policyholders and their dependents, and to make further progress in improving 
operating methods and procedures for fiscal year 1958, it will be necessary to 
maintain employment in all segments of the departmental activity at approxi- 
mately the same level as estimated for 1957, except for the Office of Chief Actuary 
and Assistant for Systems and Evaluation. 


Mr. Tuomas. I think some of this reading material is so well done 
that we could all talk for 10 or 15 minutes and not say as much as one 
page of this justification says. 

The Department of Insurance, one of the three basic operating components of 
the Veterans’ Administration, is responsible for the operation of the various 
insurance programs for eligible veterans and servicemen as provided by existing 
laws, including: (1) the program which had its origin in World War I, known as 
United States Government life insurance (USGLI), (2) the program which had 
its inception in 1940, known as national service life insurance (NSLI), (3) the 
program known as veterans’ special term insurance, and (4) the program known 
as service disabled veterans’ insurance, the latter two programs having been 
created pursuant to amendments to the basic NSLI Act. The magnitude and 
scope of the four programs are indicated by the following statistical data. 


Policies in force, that is the old World War I United States Govern- 
ment life, 400,000. How many of those policies were originally is- 
sued? Near 4 million, wasn’t there? 


These figures are in millions. That is a lot of money, isn’t it? 
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Mr. Garpner. Nearly 4 million of the term insurance in World 
War I. But there were only about 1,200,000 actual issues of USGLI. 

Mr. Tuomas. The boys missed the boat in not keeping that, didn’t 
they? When do you pay another dividend and how much? They 
have been coming rather HOM only once a year. 

Mr. Garpner. That will be continued, sir, unless you drop out. 

Mr. Poissanv. It gets bigger and better every year, sir. We have 
a healthy group of policyholders who refuse to die when they are 
scheduled to die ac cording to the mortality tables. 

Mr. Tuomas. This is the Chief Actuary. Get him in the record. 
He is going to tell you how long you are going to live. 

So you get another dividend this year? 

Mr Garpner. Qh, yes. 

Mr. Tuomas. Face value, $1,664,000,000. What is this income? 

Mr. GarpNer. Premium and interest income. 

Mr. Tuomas. For 1956 income, $75 million; disbursements, $95 
million. You mean your assets are $1,334,300,000? What is the 
total liability? 

Mr. Poissanr. The liabilities are about $125 million less than 
that. 

Mr. Tuomas. You have assets of $1,334,300,000? 

Mr. Poissanr. Yes, and our liabilities are about $125 million less 
than that. We have a contingency fund of $125 million. 

Mr. Tuomas. I didn’t understand that word “‘less.’’ 

Mr. Yates. What do your assets consist of? 

Mr. Potssant. Government securities and policy loans and a little 
cash. 

Mr. Toomas. How much of that surplus do you hand out each year 
in the form of dividends? 

Mr. Potssantr. Next year we are scheduled to pay about $26 million 
in the World War I program. 

Mr. Tuomas. How much is that per customer? 

Mr. Poissant. We have about 375,000 customers, so that is about 
an average of $75. 

Mr. Tuomas. I have been getting more than that for the last 10 
years. 

Mr. Garpngr. You are in one of the higher brackets. 

Mr. Vurse.u. Is the income from the earnings on your investments 
shown in the amount of $75 million? 

Mr. Poissant. That is right, sir. The total income is $75 million. 
The total disbursements, $95 million—which means we have to cash 
in about $20 million worth of assets. 

Mr. Vurseiu. What other income would there be beyond the earn- 
ings on your investments? 

Mr. Garpner. Premiums. 

Mr. Tuomas. What is going to happen to that $125 million, now? 

Mr. Porssant? We will disburse it in time. 

Mr. Tuomas. You mean just about 3 weeks before we pass out we 
are going to get a nice one; instead of $75 we will get 3 times or 4 
times $75? 

Mr. Poissant. It depends on how long you live and on many other 
factors. 

Mr. Tuomas. What about your costs, gentlemen? An estimate of 
$24,8 8,000 is presented and justified on succeeding pages, which you 

88278—57—pt. 1——18 
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expect to cover all expenses incurred in the Department during the 
fiscal year for this estimate, which is $465,000 less than that in 1957, 
and $2,127,960 less than in 1956. 


PERSONAL SERVICES 


Let’s take a look at personnel, page 7-5. What is your total 
employment? 

Mr. Garpner. The average total employment for 1956 was 6,128. 
It is 5,607 for 1957, and 4,954 for 1958. 

Mr. Tuomas. Dollarwise for 1956 it is $26,595,960 against 
$24,933,000 for 1957 and $24,468,000 for 1958—a decrease. I 
imagine your decrease is more than that, considering how much you 
owe Mr. Phil Young. 

Mr. Kewsey. $1,282,345. 

Mr. Tomas. You have virtually a $1% million decrease below last 
year, then; don’t you? 

Mr. GarpDNER. Yes, sir. As a matter of fact, in personal services 
we have a $2,100,000 decrease. 

Mr. Tuomas. What about your other objects? 

Mr. Garpner. Under other objects, of course we have two new ones 
charged in here, the large one being $1,282,000 for grants. 

Mr. Tuomas. Your total decrease, then, outside of new items is 
around $2 million. 

Mr. GarDNER. Yes, sir. 

Mr. Tuomas. Let’s see how you break this down. How does your 
field compare with your Department here? 

Mr. Garpner. Of course most of the reduction is in the field 
offices. 

Mr. Tuomas. How many people do you have in the field for 1957— 
5,242 out of 5,600? 

Mr. GARDNER. Yes, sir. 

Mr. Tuomas. For 1958, the field is 4,597 against 4,954 for both 
field and Washington. Where are these people located in the field? 

Mr. GarpNer. We have an office in the District of Columbia, and 
district activities in St. Paul, Philadelphia, and Denver. 

Mr. Tuomas. St. Paul, Denver, and Philadelphia. You have four 
of those offices. Are you carrying on any experiments with mechani- 
cal equipment in your four big offices? 


MECHANIZATION OF INSURANCE OPERATIONS 


Mr. Garpner. Of course we are doing the studying here, Mr. 
Thomas. We have now embarked on a feasibility study for the use 
of electronic 

Mr. Tuomas. You told us last year about that study. Have you 
any gadgets over there you are working on? We are beyond that 
study stage, we hope. We got that treatment last year. 

Mr. Garpner. We have already installed, of course, a good deal of 
punchecard equipment with small-scale computers. But we are now 
studying the possible application of the medium or large-scale com- 
puters in these operations. 

We already have mechanical devices for allotment of service pay; 
locator file; dividend credit and deposit accounting; policy loan ac- 
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counting; payments effected by deduction from veterans’ benefits; 
payments effected by deductions from employees’ payrolls; dividend 
authorization and payment; renewal of 5-year level premium term 
insurance; and premium billing. 

They are now all on punchcards with the use of small-scale computers 
at some stages. 

Mr. Tuomas. Mr. Whittier, have you had a chance to do any 
thinking on that subject of mechanical equipment over there? Have 
you been able to get around to that yet? 

Mr. Wuirtier. Yes; I have. We have a steering committee. I 
have sat in on three meetings already on that subject. The first thing 
I was initiated in was pushing that program. 

Mr. THomas. What does it look like to you? What can be done to 
improve it? 

Mr. Wuarrtier. I think there is substantial opportunity for im- 
provement. I think by July 1, they hope to be able to complete the 
initial study and actually be programing, if I am correct in that. 

Mr. GarpNner. We expect to determine what type of equipment is 
best suited to our operation by July 1, or shortly thereafter. However, 
it is a long and arduous task to program this work for that equipment, 
once it is selected. 

Mr. Tuomas. Of course we don’t expect you folks to do it, but we 
expect you to get some Remington Rand specialists in there whose 
business it is. Somebody else ought not to take a year to come up 
with something to get started on—or 2 years. We have been sort of 
pushing this for 5 or 6 years. It may not work. I don’t know. But 
nobody is going to penalize you for trying to make it work. That is 
a cinch. 

Mr. Hieuey. Mr. Chairman, we have great faith in the possibili- 
ties of this, and we are using the best brains we can corral to help us. 
It is a tailormade job. 

Mr. Tuomas. It is bound to be. 

Mr. Hiatey. I think we have our teeth into this better now than at 
any time in the past. It is very, very complicated. The results will 
be well worthwhile if we are successful. 

Mr. Tuomas. The Treasury still writes your checks? 

Mr. Hietey. They do. 

Mr. Keutsry. Mr. Chairman, it seems to me we need to be quite 
sure, certainly before we contract for a machine, that we are going to 
begin immediately to use it because the cost is very high. On a 
rental basis, most any of these machines would run from $25,000 to 
$30,000 a month. 

Mr. VurseE.u. Is that what the plan is—to rent them? 

Mr. Keusry. If you purchase, of course, the price runs into a 
million or a million and a half or somewhere thereabouts for the type of 
machine we might use. 

Mr. THomas. We certainly don’t want you to get something you 
can’t use. 

Of course, don’t buy something you can’t use. Nobody suggests 
that. We do hope you get started on this, Mr. Whittier. 


TRAVEL 


Let’s take a look at your ‘Other objects,” gentlemen. I believe it 
has been testified here that you are going to do business with Mr, 
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Chairman Phil Young to the tune of $1,282,345, which is a new item, 
What about your travel? It is an increase of $2,000 over last year, 
which makes $77,000. Where are you traveling to and who is doing 
the traveling? 

Mr. Garpner. The largest amount of our travel is performed by 
an audit activity in the office of our Controller, the Department Con- 
troller. We audit the actual financial records and spot audit the pre- 
mium records in all the district offices once a year. 

Mr. Tuomas. It takes time and money. In all of the 62 district 
offices? 

Mr. Garpner. No; we only have four offices. 

Mr. Tuomas. You mean this traveling is out of the central office 
to your insurance offices? 

Mr. Garpner. That’s right. 

Mr. Tuomas. I wasn’t following you. I am sorry. So that’s not 
quite as big a job as | thought it was, then. 

Mr. Garpner. There are a lot of accounts. 

Mr. Tuomas. There are a lot of accounts and not too much travel- 
ing. How many auditors do you have in the Washington office? 

Mr. GarpNerR. We have 11 auditors. 

Mr. Tuomas. I imagine that keeps 11 men pretty busy if they are 
going to audit all the accounts on all these policies. 

Mr. Garpner. On the premium account, there has to be a spot 
check audit system. Of course we couldn’t audit all of them with, 
probably, less than 500 auditors. 

Mr. Tomas. Are all of the insurance accounts in good shape, all 
making money, I guess? 

Mr. GarpNner. Which we give out to the policyholders as soon as 
we make it. 

INSURANCE TRUST FUNDS 


Mr. Tuomas. Is this a reasonably accurate figure of $7,017,- 
100,000—all your assets and your insurance trust fund? 

Mr. Poissant. That is essentially it. 

Mr. Tuomas. Invested in Government bonds? 

Mr. Poissant. Except for policy loans. We don’t have too much 
of those. The total might run about $250 million in policy loans. 

Mr. Tuomas. What interest do you charge on the policy loans? 

Mr. Poissant. Four percent. 

Mr. Tuomas. It has been a great program. There is no question 
about, it. 

Mr. Yates. Is there a maximum loan for an individual? 

Mr. Garpner. Ninety-four percent of the cash value of the policy. 

Mr. Tuomas. You take an old straight ordinary life policy and 
figure cash value on it? 

Mr. Garpner. It has a steadily increasing cash value as the age 
of the policy increases. The policy holder can borrow 94 percent at 
one time. 

Mr. Vurse.u. Up to that point? 

Mr. Garpner. Up to that point. 

Mr. Vursevu. Ninety-four percent of the cash value? 

Mr. Garpner. Of the cash value. 

Mr. VursELL. The cash value, though, is not the full value of the 
policy? 

Mr. Garpner. No. 
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DISABILITY INSURANCE PROVISO 


Mr. Jonas. I see you have an item of disability insurance claims, 
$991,730. Is that payments of disability 

Mr. Garpner. No, sir; that is the administrative cost for the 
adjudication. 

Mr. Jonas. Do you have disability clause provisions in a regular 
policy? 

Mr. Garpner. Yes, sir. -The waiver of premium on national serv- 
ice life insurance and maturity on account of total and permanent 
disability on USGLI. 

Mr. Jonas. I don’t believe I have that on mine. Can I add it now? 

Mr. Garpner. There isa rider. Is yours United States or national 
service? 

Mr. Jonas. National service. 

Mr. Garpner. You ean add a rider, on passage of a physical exam - 
nation, which will provide $5 a month income for each thousand of 
insurance at any time that you are disabled for more than 6 months. 

Mr. Jonas. A waiting period of 6 months? 

Mr. Garpner. Yes. 

Mr. Porssant. If you become disabled, your premiums are waived 
until you recover. 

Mr. Yares. I didn’t know about the total and permanent disability. 
You have it on yours but I don’t know that I have it on mine. 

Mr. Garpner. Not total and permanent as a part of your national 
service life insurance policy, no, sir. 

Mr. Yares. He just got through saying that he has national service. 

Mr. Jonas. No, no. I have national service life. 

Mr. GarpNER. You can buy it, though. 

Mr. Yates. You can? 

Mr. Garpner. Yes, sir. Pass a physical examination and we will 
be very glad to add a rider to your policy. 

Mr. Portssant, There are two types of benefits. One is free. 
That is the premium waiver. The disability income benefit you have 
to pay for extra. Everybody gets the premium waiver without 
extra charge. The premium waiver is written right into the policy. 

Mr. Tuomas. Page 7-9 shows a breakdown here on the District 
of Columbia employment, the total cost for the District of Columbia 
for 1958 employment is $2,496,000 against $2,162,750, an increase of 
$333,250. 

EXPENSES OTHER THAN FOR PERSONNEL 


Let’s go back to the other objects. What about this communica- 


tions charge, gentlemen? How much of that is stamps? You must 


have a tremendous stamp bill. $493,000 against $499,000. Is it all 
penalty mail, Judge? 

Mr. Garpner. Not quite all of it. 

Mr. Tuomas. How much do you have otherwise? 

Mr. Garpner. On page 7-13 is communications services, central 
office. On 7-36, communications in the field. 

Mr. Tuomas. I don’t see anything here on 13 about: 

Mr. Garpner. The second item, 04, $11,500 in the budget for 
central office. Telephone, commercial telegraph and other com- 
munications. 
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Mr. Tuomas. This is for the central office. Which page is the field 
costs on? 

Mr. GARDNER. 7-36. 

What does this mean—plus net purchases? Department of insur- 
ance jurisdiction. What does that mean? 

Mr. Garpner. They are the disbursements made directly by the 
Department of Insurance, mainly to telegraph and maintenance of 
government-owned communications equipment. 

Mr. Tuomas. Do you have your budget. officer with you? Can he 
break that down a little bit? 

Mr. Garpner. It is broken down there in the text, sir: $424,300, 
penalty mail; $8,000 for postage other than penalty mail; $33,232 for 
telegraph, leased lines, maintenance, and so forth. 

Mr. THomas. $400 would be for locked postal boxes. What about 
your rents and utilities? You have a lot of rent bill here. Can’t 
vou do any business with General Services? $518,670 will be required 
for tabulating machines. 

Do you have some machines over there then? 

How big is your Philadelphia office? That is by far the biggest 
one of all; isn’t it? 

Mr. Garpner. It maintains 55 percent of our national service life 
insurance direct pay accounts. 

Mr. Tomas. What building are you in there? 

Mr. Garpner. Atwater Kent Building. 

Mr. THomas. How much rent are you paying on the building? 

Mr. Garpner. It is Government-owned. 

Mr. Tuomas. When did GSA buy that? 

Mr. Wuirtier. I believe the Veterans’ Administration bought 
that building. I think we still own the building. 

Mr. Keusry. No. It would have been turned over to the GSA 
under the general legislation. 

Mr. TuHomss. How much imposition would it be if 2 or 3 of us 
ran over to the Philadelphia office one day next week? 

Mr. Hreury. I wish you could see it. 

Mr. Tuomas. How much time would it take? It would take 2 
hours and a half on the train over and 2 hours and a half back. We 
could do it easily in one day. 

Mr. Hietey. It is virtually all on one floor, as we explained the 
other day. 

Mr. Tromas. Some of us are going to try to come over and pay 
you a visit one day next week. 

What else have you got in here? Requirements attributable to 
conversion of premium billing, collection operations. You have about 
$80,000 here besides rent on your mechanical equipment; haven’t 
you? $23,000 will be required for bank— 

Mr. Garpner. Bank proofing machines. 

Mr. Tuomas. What do you mean by a bank proofing machine, now? 

Mr. Garpner. They are devices used in processing remittances. 
They break down the remittances to the Federal Reserve banking areas 
in which they go 

Mr. Tuomas. $17,381 for microfilming. You are just like a bank. 
I guess you take a microfilm of all your checks, all your remittances 
and everything so if anybody wants to argue with you about them you 
will just show him a picture of it. 





277 


Mr. Garpner. In addition to that, of course, sir, we microfilm all 
of our premium record cards and disability-insurance claims abstract 
cards for security purposes. 

Mr. Tuomas. How much business are you doing with the archives 
over at General Services Administration now? 

Mr. Garpiner. We have transferred a good many records to Gen- 
eral Services. I think I have the figures here. 

Mr. Tuomas. You probably generate a lot of records every year 
with that many customers. 

Mr. Garpner. Yes, sir, we do. At the beginning of fiscal year 
1956 we had 208,864 cubic feet of records. We disposed by destruc- 
tion of 34,011 cubic feet of those and we transferred 77,241 cubic feet 
to General Services Administration. 

We created 32,194 feet in the same period. 

Mr. Tuomas. I didn’t quite get that figure of what you retained. 

Mr. GARDNER. We had at the end of the year 129,806 cubic feet. 

Mr. Tuomas. That is still a lot of space. But the minute you 
turn loose 1 of those records, it would be just about 3 days, or 
maybe 2 days and 23 hours, until you have to have it. That is the 
way it goes. It is bad if you do, and bad if you don’t. 

What about printing and reproduction? The Department of In- 
surance printing and reproduction costs are about $234,000. 

Mr. GarpneER. That is in the central office, and an equal amount in 
the field, a total of $468,000. 

Mr. Tuomas. What do you do with this printing? This is a trans- 
fer of funds, I guess, to your own printing office? 

Mr. GARDNER. Some of the work, of course, is done by the Govern- 
ment Printing Office. Some of it is done by our own printing plants. 

Mr. Tuomas. The total printing bill is about $3% million, and 
yours is about 15 percent of the total bill, if you have $234,000. 

Mr. Garpner. We split that equally between the field and the 
central office. 

Mr. Tuomas. You mean you charge half of it to the field? 

Mr. GARDNER. Yes, sir. 

Mr. Tuomas. Where is the field? 

Mr. Kesey. 7-37. 

Mr. Tuomas. What about supplies and materials, $462,000 against 
$466,000 for photographic supplies, and microfilm. 

Mr. GARDNER. This is the fim itself, sir, the other is the machinery. 

Mr. Tuomas. Estimates for replacement, obsolete wornout furni- 
ture, typewriters, filing equipment. How much business do you do 
with General Services on your furniture and everything? Is this 
direct purchase from them, this $104,900? Is it the business you do 
with General Services? 

Mr. Garpner. I think all of it is purchased through General 
Services. 

Mr. Tuomas. Do you have any other items of expense anyplace in 
here other than what we have touched? 

Mr. GarpNner. No, sir. 

Mr. Tuomas. Field or District of Columbia? 

Mr. Baker. Not for administrative expenses, no, sir. 
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Mitirary AND Nava INSURANCE 


Program and financing 


| 


| 1956 actual 


| 1957 estimate | 1958 estimate 
ia | 
| 


Program by activities: 
1. Monthly payments to beneficiaries: 
(a) Disability awards | $3,914,789 | $3,950,000 


| 
| 


$3, 934, 312 
(6) Death awards. .............-- ; 36, 355 7, 200 6, 600 
2. One-sum payments : 41, 038 30, 000 | 30, 000 
3. Payment to United States Gov ernment life insurance | 
fund, Veterans Administration - f : 613, 947 850, 000 | 852, 000 
. Transfer to Treasury miscellaneous receipts...  b46 do decyl \ evi t 
Total obligations | 4, 809, 406 4, 837, 200 | 4, 822, 912 
Financing: 
Unobligated balance brought forward._......-.-_-.--- —48, 765 —140, 112 | —312, 912 
Unobligated balance carried forward.............-.-...-- 140, 112 | 312, 912 | 


Appropriation: | | 
Annual definite | 4, 868, 000. | 5, 000, 000 4, 500, 000 
Permatient indefititte .....-...2.,.2...-..--2-...-] 82, 753 | 10, 000 10, 000 


Obligations by objects 





1956 actual | 1957 estimate | 1958 estimate 


| 
| 


11 Grants, subsidies, and contributions (payment to United 
States Government life insurance fund, Veterans Ad- | 
ministration) _. sentamabeliaianiaes $613, 947 $850, 000 | $852, 000 

12 Pensions, annuities, and insurance claims.- Paki 3, 992, 182 | 3, 987, 200 3, 970, 912 

14 Interest (transfer to Treasury miscellaneous receipts). oa 208, SAT Blo cmine | 


Total obligations. 4, 809, 406 ar 837, 200 4, 822, 912 


Budget authorizations, erpenditures and balances 


| 
| 1956 actual | 1957 estimate | 1958 estimate 


| 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation: 
Annual definite_- ‘ $4, 868, 000 $5, 000, 000 $4, 500, 000 
PY CED. Ld... J esinddvaadtcbadtbettandpapareedse 32, 753 10, 000 10, 000 
Balance brought forward: 
Unobligated. ‘ Sah atemen aia aaa aaa 48, 765 140, 112 312, 912 
Obligated 146, 70 4, 900 | 


Total budget authorizations available ; 5 "096, 308 5, 155, 012 | 4 822, 2, 912 2 


EXPENDITURES AND BALANCES 


Expenditures: 
Annual definite: 
Out of current authorizations L 4. 918, 543 { 4, 687, 088 | 4, 500, 000 
Out of prior authorizations ___- sia 145, 012 312, 912 
Permanent indefinite: Out of current authorizations _.__- 32, 753 | 10, 000 10, 000 
Total expenditures heed 4, 951, 296 4, 842, 100 4, 822, 912 
Balance carried forward: 
Unobligated deme sens 140, 112 
Obligated 


5, 096, 308 | 5, 155, 012 
| 


Mr. Tuomas. Next, we will take up the big money appropriations. 
What is the next tab? 

Mr. Baker. Tab No. 16. 

Mr. Tuomas. Is that the first one? Let’s take them as we come to 
them. 

Mr. Yatss. Mr. Reporter, put page 16-1 in the record, and 16- 

(The documents to be inserted are as follows:) 


a nt bt 2 ok a ae _2ee. e ae ae 
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MrIuiTaRy AND NaAvaL INSURANCE, VA, $4,510,000 


Payments are made from this appropriation under two main categories: 

(1) Direct payments to insureds and beneficiaries in accordance with the 
provisions of the War Risk Insurance Act (Public Law 90, 65th Cong.), and 

(2) Transfers to the United States Government life insurance fund for 
certain deaths, total permanent disability and total disability claims incident 
to the military or naval service of the insureds. 

Direct payments at the rate of $5.75 per month per $1,000 of insurance are 
made to insureds who became totally and permanently disabled while covered 
under yearly renewable term insurance (war-risk insurance); payments at the 
rate of $25 per month are made to veterans who became totally and permanently 
disabled within 120 days after entrance into service without having applied for 
war-risk insurance. Payments of $5.75 per month per $1,000 of insurance are 
made to beneficiaries of insureds who died while covered under war-risk insurance 
or who died while receiving total permanent disability benefits but before having 
received 240 such monthly payments; likewise the beneficiaries of servicemen 
who were covered under the $25 monthly benefit automatic insurance provision 
receive the remainder of the 240 guaranteed instalments which were unpaid at 
the death of the servicemen. Single sum payments representing the commuted 
value of the balance of the guaranteed 240 instalments remaining unpaid at the 
death of the last beneficiary are made to the estate of the insured. Single sum 
settlements are also made which represent a compromise between the veteran or 
his legal representative and the Government as to the amount payable on account 
of total permanent disability or death. 





Actual, | Estimated, | Estimated, 
fiscal year | fiscal year | __ fiscal year 
1956 1957 


(a) Active disability awards. __.._-- noo da J : $3, 914, 789 $3, 950, 000 $8, 934, 312 
(6) Active death awards....-....-.--...-- 36, 355 | 7, 200 6, 600 
(c) One sum payments a. 3 41, 038 | 30,000 | 30, 000 


3, 987, 200 3, 970, 912 


Total direct payments---_-..-....-- Cased | 3, 992, 182 | 


| 


Transfers to the United States Government life insurance fund are made 
to cover obligations incurred under United States Government life insurance 
policies under the following provisions of the World War Veterans Act, 1924 
(Public Law 242, 68th Cong.) as amended: 

(1) Section 302: Death and total permanent disability claims determined 
to be traceable to the extra hazard of the military and naval service. 

(2) Section 313: Total disability claims determined to be traceable to the 
extra hazard of the military and naval service. 

(3) Section 28: Waiver of recovery of overpayments and erroneous 
payments. 

Transfers are also authorized under section 10 of the Insurance Act of 1951 
(Public Law 23, 82d Cong.) covering death and total permanent disability claims 
incurred while waiver of United States Government life insurance premiums is 
in effect. 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1956 





Transfers to U. 8. Government life insurance fund for- 
(a) Death claims, sec. 302, World War Veterans Act, 1924 $200, 22% $350, 000 $407, 000 
(6) Total permanent disability claims, sec. 302, World 

War Veterans Act, 1924- 279, 45: 250, 000 | 283, 000 
(ec) Total disability claims, sec. 313, World War Veterans | 

Act, 1924. _.- . sreimieinnaas | ; 100, 000 104, 000 
(d) Death claims, sec. 10, Public Law 23 ; | ‘ | 30, 000 13, 000 
(e) Total permanent disability claims, see. 10, Public | 

Law 23 — 9, 521 | 120, 000 45, 000 
(f) Waiver of recovery of overpayments, sec. 28, World | 

War Veterans Act, 1924_- , None None 


Total transfers. ---- iam hianwaued 850, 000 


852, 000 
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In addition to the annual appropriation, there is authorized a permanent 
indefinite appropriation, representing repayment of liens established on war-risk 
insurance. These repayments are deposited to the credit of the appropriation 
and are available for obligation. 

Obligations, receipts and balances for fiscal years 1956, 1957, and 1958 are sum- 
marized as follows: 








Estimated, | Estimated, 
fiscal year fiscal year 
1957 1958 


Direct payments . $3, 987, 200 $3, 970, 912 
Transfer to U. 8. Government Life Insurance fund. - -_._.._-. 852, 000 
Transfers to Treasury miscellaneous receipts 


Bhat ladle ian aieoneanneden 
Obligated balance brought forward —140, 112 —312, 912 
Unobligated balance carried forward_-_-....................... 312, 912 
Appropriation: 
I ti 5, 000, 000 
Permanent indefinite 10, 000 


Mr. Yates. The total amount to be paid is $4,510,000, paid out 
during the fiscal year. How do you arrive at that figure? 

Mr. GarpNER. It is broken down on 16-2, sir. 

Mr. Yates. 16-1, isn’t it? 

Mr. Potssant. Those are the direct payments. There are two 
parts—direct payments and transfers. Direct payments are $3,970,- 
000, at the bottom of 16-1, most of which is active disability claims. 
Then you have $852,000, which are transfers from the appropriations 
to the funds for these various purposes enumerated there. 

Mr. Yates. That appears on page 16-2. The breakdown ison 
that page, and that is already in the record. 

Are these fairly firm estimates? These aren’t actual payments, are 
they? 

Mr. Potssant. Yes, they are actual payments. Most of them stem 
from disability claims of World War I. 

Mr. Yates. These are relatively automatic, and there is nothing 
that can be done about them, is there? 

Mr. Porssant. That is right, they are statutory. 

Mr. Garpner. They keep going until the man dies. 
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NATIONAL Service Lire InsurRANCE 


Program and financing 


Program by activities: 
1, Payments to: national ‘service life insurance fund, 
Veterans’ Administration: 

(a) Claims from extra hazards of military service: 
(1) Death awards 
(2) Disability awards 

(6) Gratuitous insurance 

(c) Waiver of overpayments 

(d) Death while under waiver of premium. 


Total payments to national service life 
insurance fund 


ments: 
aims on nonparticipating national service 
life insurance: 
(1) Death awards--_-..__.- 
(2) Disability as 
(6) Claims from rejected applicants. 
(c) Claims where insured died between date of 
application and effective date 
(d) Claims on discontinued insurance - - 
(e) Adjustment to finance service obligations... 


2. Direct pay’ 
(a) C 


Total direct payments 


1956 actual 


$37, 257, 693 
3, 746, 700 
2, 331, 536 

180, 116 
34, 910, 891 


1957 estimate 


12, 792, 000 


1958 estimate 





78, 426, 936 | 


234, 338 | 


72,724 
65, 849 


176, 474 
181, 844 
99, 942 


21, 233, 040 


| 
257, 500 | 
76, 500 


79, 391 | 


181, 991 | 
187, 580 | 





De rttttnedis occ csecn ed | 79, 258; 


Financing: 
Unobligated balance brought forward___- 
Unobligated balance carried forward 


Apprepeietien: 
Annual definite (adjusted) 


Permanent indefinite. ......--...........-.-.2.--..-.-.-..| 





— 363, 070 
4, 075, 036 


782, 962 | 
22,016, 002 | 


— 4, 075, 036 
5, 869, 034 


_ 824, 462 
“i, 479, 034 





82, 300, 000 
670, 073 


Obligations by objects 





11} Grants, subsidies, and contributions (payment to national 
service life insurance fund, Veterans’ Administration) -- 


12] Pensions, annunities, and insurance claims................ 


Total obligations 








23, 200, 000 
610, 000 | 


1956 actual 


$78, 426, 936 
831, 171 


79, 258, 107 


1957 estimate 


$21, 233, 040 
782, 962 


22, 016, 002 


1958 estimate 


$13, 654, 572 
824, 462 


14, 479, 034 
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Budget authorizations, expenditures and balances 


1956 actual 


1957 estimate 


1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation: 
Annual definite 
Permanent indefinite ______- 
Transferred from “Compensation and pensions, 
Administration” (69 Stat. 211) - ate 


Veterans’ 


Appropriation: 
Annual definite (adjusted) 
Permanent indefinite ____. 
Balance brought forward: 
Unobligated _ - 
Obligated __. 


4 1, 000, 000 


$81, 300, 000 
670, 073 


82, 300, 000 
670, 073 


363, 070 
—31, 416 
antipeghadhll 


83, 301, 727 


$23, 200, 000 
610, 000 


23, 200, 000 | 
610, 000 





4, 075, 036 | 


8, 000, 000 
610, 000 


5, 869, 034 


—21, 885 | .. 


Total budget authorizations available ____- 27, 863, 151 | 


“14, 479, 034 


EXPENDITURES AND BALANCES | 


Expenditures— 
Annual definite— 
Out of current authorizations __ 
Out of prior authorizations ____ 
Permanent indefinite: Out of current authorizations. 


8, 000, 000 
5, 869, 034 
610, 000 


17, 330, 996 
4, 053, 151 | 
610, 000 | 


78, 578, 503 i 
670, 073 | 


Total expenditures.__. _- 79, 248,576 | 21, 994, 117 | 14, 479, 034 
Balance carried forward: 
Unobligated 


Obligated 


5, 869, 034 | - 


21, 885 |_..._. 


14, 479, 034 


83, 301, 727 


Total expenditures and balances. _-.................-.--- 27, 863, 151 











Mr. Yates. This is 17-1, and this is an appropriation for $8,610,000. 
Mr. Reporter, will you put pages 17-1, 17-2, and 17-3 in the record. 
(The documents to be inserted are as follows: ) 


NATIONAL SERVICE Lire INSURANCE APPROPRIATION, VETERANS’ 
ADMINISTRATION, $8,610,000 


This appropriation covers payments to the national service life insurance fund 
to meet obligations sustained by that fund incident to mortality cost on account 
of deaths traceable to the extra hazard of military or naval service as such hazard 
may be determined by the Administrator; the cost of waiver of premiums on 
account of total disability traceable to such extra hazard; the cost of providing 
gratuitous insurance to certain members of armed services under sections 602 (d) 
and 602 (d) (3); the cost of death claims incurred while waiver of national 
service life insurance premiums was effective under section 622; the cost of 
waiver of recovering payments under the provisions of section 609 on national 
service life insurance policies in accordance with the provisions of part I, title VI, 
Public Law 801, 76th Congress; the payment of benefits directly from the credit 
of premiums directly to the appropriation under the authority of section 602 (c) (2), 
602 (c) (3), 602 (m) (2), 602 (p), and 602 (v) (1) of the act as amended August 1, 
1946, Public Law 589, 79th Congress. 

The amount of appropriation requested under this title for fiscal year 1958 is 
$8,610,000 of which it is estimated that premium receipts will total $610,000 and 
that a balance of $5,869,034 will be forwarded from the prior year, making a 
total of $14,479,034 available. Obligations are estimated at $14,479,034. 

This estimate of appropriation covers the following major items: 

(a) Transfers to the national service life insurance fund to cover obligations 
sustained by that fund for the following provisions of the National Service Life 
Insurance Act of 1940 and subsequent amendments: 

1. Section 607 (b): Death claims determined to be traceable to the extra 
hazards of military service. 

2. Section 607 (c): Premium waiver disability claims determined to be 
traceable to the extra hazards of military service. 

3. Section 609: Cost of Waiver of recovery of erroneous or overpayments. 

4. Section 602 (d) (2) and (d) (3): Gratuitous death and disability claims. 

5. Section 602 (v) (2): Total disability income claims determined to be 
due to the extra hazards of military service. 
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6. Seetion 622: Death claims incurred while waiver of national service life 
insurance premiums is effective. 

(b) Direct payments from the appropriation to the legal recipient as provided 
for by the following sections: 

1. Section 602 (v) (1): Total disability income issued to veterans with 
service-connected partial disability (H disability cases). 

2. Section 602 (c) (2): Insurance issued to veterans with service-connected 
partial disability who are ineligible for fund insurance (H insuranee). 

3. Section 602 (c) (3): Claims where applications for insurance were re- 
jected for medica) reasons and insured died in line of duty. 

4. Section 602 (p): Claims on cases where insured died after date of appli- 
cation but before effective date of insurance. 

5. Section 602 (m) (2): Claims on insurance discontinued because insured 
was discharged to accept commission, was absent without leave, or was 
court-martialed. 

(c) Premium receipts which are credited directly to the appropriation: 

1. Sections 602 (c) and (vy) (1): Insurance issued to persons with service- 
connected partial disability who are ineligible for fund insurance. Premium 
receipts for disability income issued to persons with service-connected partial 
disability. 

Obligations, receipts, and balances for fiscal years 1956, 1957, and 1958 are 
summarized as follows: 


Actual, 
fiscal year 
1956 


Estimated, 
fiscal year 
1957 


Estimated, 
fiscal year 
1958 





1.) Payment to national service life insurance fund, VA 
(a) Claims from extra hazards of military serv ice: 
(1) Death claims_- sed $37, 257, 693 
(2) Disability claims. - - eee 3, 746, 700 
(6) Gratuitous insurance_____-- d 2, 331, 536 
(c) Waiver of overpayments. -- 180, 116 
(d) Death while under waiver of premium - 34, 910, 891 
‘Fatal peyenante to national service life insurance 
fun ; aaa sill indie 
2. Direet payments: 
(a) Claims on nonparticipating national service life 
insurance: 
(1) Death claims 
(2) Disability claims 
(6) Claims from rejected applicants 
(c) Claims where insured died between date of f applica- 
tion and effective date. ; | 
(d) Claims on diseontinued insurance - --- wabrsdl 
(e) Adjustment to finance service oblig: ations 


78, 426, 936 13, 654, 572 


234, 338 
72, 724 
65, 849 


294, 500 
81, 000 
79, 391 


176, 474 
181, 844 
99, 942 
831, 171 


181, 991 


Total direct payments. .-.-- 32, 962 | 


824, 462 


Total, obligations. --._.- 
Unobligated balance brought forw ard__ 
Unobligated balance carried forward 


Appropriation: 
Annual definite Sei 
Permanent indefinite _ - 


79, 258, 107 
—363, 070 


4, 075, 036 


5, 002 
5, 036 


9, 034 


479, 034 
, 869, 034 





82, 300, 000 


670, 073 | 





23, 200, 


000 





610, 000 | 


8, 000, 000 
610, 000 





Mr. Yates. These also are fixed obligations of the Government 
arising under a contractual relationship? 

Mr. Poissant. Yes, sir. 

Mr. Yates. There is quite a big decrease this year—from $22,200,000 
to $8 million. 

Mr. Porssant. I think 1956 is unusual. 

Mr. Yates. Which year was unusual? 

Mr. Porssant. 1956, the high figure. There were a lot of Korean 
war deaths, missing-in-action cases, that were adjudicated around 
1954 and 1955 for which we didn’t have any money. We didn’t get 
the money until 1956. 


There were 
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That is what is included in 1956. In 1957 and 1958 we are getting 
back down to more or less normal requirements. 

Mr. Evins. Could it not be attributable in a large part to the fact 
that the gratuitious insurance for servicemen has expired? 

Mr. Potssant. That is partly due to that; also section 622 cases, 
as we call them, going off the books as a result of Public Law 881, 

Mr. Yates. Will you explain that further? What do you mean 
by that statement, that they are “going off the books’’? 

Mr. Potssant. When Public Law 23 was passed in 1951 providing 
free insurance to boys in the service, the law also provided for 
waiver of premiums on those who already held insurance. In the 
event they died, the claim was paid out of this appropriation. 

That is the type of insurance that is going off as of December 31, 
1956—or has gone off. 

Mr. Garpner. Actually let’s not say “gone off.” Actually they 
are going back, most of them, to a premium-paying basis, by reason 
of a provision of Public Law 881, which says that on and after May 1, 
1957, a serviceman who loses his life while he has an insurance policy 
under waiver of premiums may not collect—or rather his beneficiaries 
may not collect—the new and higher indemnity compensation pay- 
ments resulting from Public Law 881. 

So, as a result of that, we expect somewhere in the neighborhood of 
four hundred and fifty to five hundred thousand men to resume premi- 
um payments. Then their deaths would be charged to the appropri- 
ation only in the event they were what are known as extrahazard 
deaths. Otherwise they would be paid out of the national service life 
insurance fund. 

Mr. Jonas. I wanted to comment on the suggestion that this is 
going back down tonormal. It looks to me from this first line on 17-3 
that it must have gone way below normal in 1957 because it started 
back up—death claims. 

Mr. Porssant. That is the result again of what Mr. Gardner just 
said. We are picking up a lot of people on a premium-paying status 
that were under waiver, and we expect to have more extrahazard 
deaths in service than we had in the last year because we have 400,000 
or 500,000 more premium-paying cases on the books. 

Mr. Jonas. That is the reason that the death claims in 1958 are 
over $6 million instead of $3.5 million. 


SERVICEMEN’sS INDEMNITIES 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
Monthly payments to beneficiaries: Death awards (total 
obligations) $31, 605,799 | $36, 557,013 $36, 465, 000 
Financing: 
Unobligated balance brought forward —4, 800,070 | —14, 822, 013 —5, 015, 000 
Unobligated balance carried forward 14, 822, 013 5, 015, 000 


Appropriation (adjusted) i 41, 627, 742 26, 750, 000 
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Obligations by objects 


1956 actual | 1957 estimate 1958 estimate 


12 Pensions, annuities, and insurance claims $31, 605, 799 | $36, 557, 013 $36, 465, 000 


Budget authorizations, ewpenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation -| $40, 500,000 | $26, 750, 000 
Transferred from epnn and pensions, " Veterans’ 
Administration’ (69 Stat. 211) 1, 127, 742 





Adjusted appropriation. -._-.._.-- eowbsicinueieeane 41, 627, 742 26, 750, 000 
Balance brought forward: 
Unobligated 4, 800, 070 14, 822, 013 
UO de vccnadecdbsesaoedchs thd Boon —2, 004 133, 447 





Total budget authorizations available 46, 425, 808 41, 705, 460 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. ..................--....--- 31, 470, 348 { 21, 601, 540 
Out of prior authorizations.._- : : ; 14, 955, 460 





Total expenditures 31, 470, 348 36, 557, 000 
Balance carried forward: 
Unobligated_....-...--- tninbinenniees 14, 822, 013 5, 015, 000 
eM egy ape a A 133, 447 133, 460 





Total expenditures and balances__.................-.-- 46, 425, 808 41, 705, 460 | 





Mr. Yates. We want to look now to item No. 18, ‘Servicemen’s 
indemnities.”” Mr. Reporter, will you put in the record at this point 
pages 18-1 and 18-2. 

(The documents to be inserted are as follows:) 


SERVICEMEN’s INDEMNITIES, $31,450,000 


Prior to January 1, 1957, the Servicemen’s Indemnity Act of 1951 provided 
automatic indemnity coverage to all members of the Armed Forces during their 
active-duty status, and for an additional period of 120 days after discharge from 
active duty, in the amount of $10,000, less the aggregate of national service life 
insurance and/or United States Government life insurance carried by individuals. 
Benefits accruing under this act are payable to beneficiaries at the rate of $9.29 
per $1,000 of the amount of indemnity coverage. The due date of the first pay- 
ment is the date of death. Payments continue for a period of 120 months. As 
a result of the recent enactment of the Servicemen’s and Veterans’ Survivor Bene- 
fit Act ix Stat. 857), which repealed the Servicemen’s Indemnity Act of 1951 
(38 U. C. 851), no new claims will be paid for deaths occurring on or after 
ea 1, 1957. The resultant reduction in 1958 requirements will be offset by 
additional. requirements for running awards based on claims arising from deaths 
prior to the effective date of the new legislation. 

These estimates provide funds for payment of indemnities on new awards antici- 
pated in fiscal year 1957 and for the payments of indemnities on claims awarded 
through fiscal year 1956. The estimated requirements are based upon peacetime 
activities in the armed services. 

The total fiscal year 1956 actual, and fiscal year 1957, and fiscal year 1958 esti- 
ae requirements for servicemen’s indemnities are shown on the following 
table: 





Face amount of claims active beginning of year 
Obligations during fiscal year on (a.) (a) *.00929 X12 
Face amount of claims awarded during year-.. 
) Monthly installment payable on (c)—assumed average of 
14 monthly installments in fiscal year 1967 and. 20 month- 
ly installments in fiscal year 1958 ___. 


Obligations against appropriation on all claims (b) + @ idl 


Balance at beginning of year 

Appropriated durin : PORr eLVoa iss. 

Transferred from ‘‘ Compensation and pensions” opiidlictinaidie 
Balance end of fiscal year (f)+(g) —(¢)+-(h) 


Mr. Yates 





Actual, 
fiscal year 
1956 


$231, 294, 900 
25, 784, 755 
49, 878, 900 


5, 821, 044 
31, 605, 799 


4, 800, 070 | 


40, 500, 000 


| 


Estimated, 
fiscal year 
1957 


$281, 173, 800 
31, 345, 260 


39, 033, 900 | 


5, 211, 753 
36, 557, 013 
14, 822, 013 
26, 750, 000 


1, 127, 742 |-... 


14, 822, 013 





5, 015, 000. 





—- 


Estimated, 
fiscal year 
1958 


$320, 207, 71 
35, 696, 760 
4, 051, 100 


768, 240 

36, 465, 000 
5, 015, 000 
31, 450, 000 


Again, these are items which are automatic, are they 


not, and there is nothing that can be done with respect to them? 
Mr. Garpner. That is the free insurance, of course, provided by 
Public Law 23 and terminating December 31, 1956. 


SeRvICE-DIsABLED VETERANS’ INSURANCE FUND 


Amounts available for obligation 


1956 actual 


| 1957 estimate | 1958 estimate 





Appropriation (obligation incurred) _.-.___.............--...-- 


$750, 000 | 


Analysis of transfers to fund 


Obligations incurred during the year Res to fund out of 
current authorizations) 


Mr. Yates. 
veterans insurance fund.”’ 
19-2, 19-3, into the record at this point. 


$1, 000, 000 | 


$1, 500, 00 


1956 actual 1967 estimate 1958 estimate 


$750, 000 | $1, 000, 000 $1, 500, 000 


(The documents to be inserted are as follows:) 


Now we turn to item 19, which is “Service- 


isabled 


Mr. Reporter, will you put pages 19-1 and 


ServicE-DisaBLED VETERANS. INSURANCE. FuNnp, $1,500,000 


This revolving fund, established pursuant to section 621 of the National Service 
Life Insurance Act of 1940, as amended (38 U. 8. C. 821), receives premiums and 
pays claims on nonparticipating i insurance policies issued to veterans with a service- 
connected disability which makes them ineligible for commercial i surance. 
The number of policies in force June 30, 1956, was 19,600 which is more than 
1% times the number in force June 30, 1955. It is estimated that the number in 
force in fiscal years 1957 and 1958 will average 22,800 and 26,000, respectively. 
Administrative expenses of this program, which was initiated in 1951, are paid 
from the VA appropriation for general operating expenses. 

Fund requirements accrue pursuant to contracts of insurance between the 
veteran policyholder and the United States Government and as such are com- 
pletely uncontrollable administratively. 

Due to the fact that the program financed through the fund insures nedically 
substandard lives, and inasmuch as a large percentage (approximately 4) percent) 
of the policyholders have exercised premium-waiver rights authorized by law, 
death-claim payments and premium refunds have exceeded pre nium receipts each 
year. This has necessitated periodic appropriations to restore capital impair- 
ment of the fund. $1,500,000 is required in fiscal year 1958 for this purpose and 
to provide a modest reserve for contingencies. Actual and estimated fund 
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availability and requirements for the past, current and budget years are sum- 


marized below. 


FUND AVAILABILITY 


Unobligated balance brought forward __---- 
Income. - .-- ; 
Repayment of loans and liens___. 
Appropriation . pernaleal 


Total available 


FUND REQUIREMENTS 


Expenses. - 
Acquisition of loans and Met riccwedceces aces ‘ 


Total required 


Unobligated balance carried forward -___- 


A more detailed analysis of actual and estimated income and expense, 





| 
Actual, 
fiscal year 


1956 1957 


$449, 146 $674, 
2, 423, 


1, 652, 408 
18, 632 50, 
750, 000 1, 000, 


4, 147, 


2, 870, 186 


2, 126, 832 | 
68, 7 


2, 195, 563 


674, 633° | 


Estimate, 
fiscal year 


Estimate, 
fiscal year 
1958 


633 $859, 764 
000 3, 232, 800 
100 | 120, 000 
000 1, 500, 000 


738 | 5, 712, 564 


7, 969 4, 451, 822 
50, 000 | 250, 000 


7,969 | 


and 


financial condition is included in the following financial statements. 


Statement of income and expense 


Income: 5 
Premium receipts 
interest 
Total income 
Expense: 
Death claims paid- 
Premiums waived. a 
Cash surrenders paid_. 
Total expense 
Net loss (—) for the year 
ANALYSIS OF DEFICIT 


Deficit (—), beginning of year__...-. ve 
Capital adjustment (policy loans outst: inding) - 


Deficit (—), end of year 


nt: 1-39 


1956 actual 


$1. 650, 004 
2, 404 


1, 852, 408 | 


1, 485, 281 | 
626, 282 | 
15, 269 


— 474, 424 


769 


— 1, 253, 903 | 


1957 estimate 


$2, 420, 
3, 000 7, 000 


1958 estimate 


000 $3, 225, 800 


23, 000 | 3, 232, 800 


82, 969 
, 000 
5, 000 | 


969 4, 451, - 822 


969 | —1, 219,022 
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Statement of financial condition 


1956 actual | 1957 estimate | 1958 estimate 





ASSETS 
Cash: 
Cash with Treasury. ............-- eee eh $637, 330 $831, 701 
i ide i iiataccins ne cindbnpmebshnduantnes 36, 063 26, 063 





Total cash 673, 393 857, 764 
Accrued interest receivable 1, 337 2, 000 
Policy loans outstanding Dekel ; 69, 220 166, 790 
Policy liens outstanding , 244 | 4, 574 


Total assets 746, 194 1, 031, 128 


LIABILITIES 
Current liabilities, deferred and undistributed credits 
INVESTMENT OF U. 8S. GOVERNMENT 
Principal of fund: 
Appropriation , 000, 3, 000, 000 
Sd clicitendncsbueedbennconscccneptine —1, 253, 903 | —1, 968, 872 


enemas aeacnnnsnae - 





Total investment of U. 8. Government---.........-__- __ 746, 097 1, 031, 128 


| 746,194 | 1,031,128 | ‘1, 312, 106 
i | 


Total liabilities and investment of U.S. Government___- 


STATUS OF CERTAIN FUND BALANCES 





Unexpended balance: 
Cash with Treasury (total unexpended balance) - . 


_ $637, 330 | $831, 701 | $982, 679 
| 
97 | 


| 

| 

~ ise 
A _—37, 400 | —28, 063 | —28, 063 
- 


Net obligations outstanding: 
Current liabilities 
Accounts receivable (net) and ‘cash in transit (—). 
Net obligations outstanding _--_- —37, 303 | —28, 063 28, 063 





Unobligated portion of certain fund balances "674, 633 859, 764 | 1, 010, 742 


Mr. Yates. This is the service-disabled veterans’ insurance fund. 
Would you explain this item? 

Mr. Garpner. This is a special form of national service life insur- 
ance provided by Public Law 23, April 26, 1951, for those who are 
discharged with a service-connected disability, exc ept for which they 
would be insurable under medical standards. 

Mr. Yares. On page 384 of the committee print there is requested 
language as follows: 

And not to exceed $500,000 of the appropriation ‘National service life insurance” 
for the current year may be transferred to ‘‘Service-disabled veterans’ insurance 
fund,” 

What is the purpose of that language? 

Mr. Garpner. It is hard, of course, for us to anticipate the mortal- 
ity in this very small group. We only have a little over 20,000 of 
these policies. Many of those people took them when they were 
already totally disabled. Of course they might be expected to die at 
a fairly early age. 

While we think there is plenty of money in here for the purpose, 
it might prove inadequate. 

So there is a provision to move half a million dollars from the 
regular national service life insurance appropriation if we need it. 

Mr. Yates. I don’t see any objection to that offhand. 





Mr. GarpDNER. We have a general provision, you know, that we 
can remove a certain percentage; but that percentage isn’t large 
enough in this instance to do us any good. 

Mr. Jonas. You do not expect this particular type of insurance to 
pay for itself, do you? 

Mr. GarpNeER. No, sir, it does not. 

Mr. Jonas. How do the rates compare with the rates of national 
service life insurance? 

Mr. GarpNner. The rates, sir, are of course determined or estab- 
lished in the law, in provision of the mortality table for calculation 
of interest rates. The net cost of this insurance to the insured is 
roughly twice the net cost of regular national service life insurance. 


STATUS OF INSURANCE FUNDS 


Mr. Yates. Let’s go over to items 31 and 32. 

Mr. GARDNER. 31 and 32 are not appropriation items. They are 
statements of the conditions of the fund. 

Mr. Yarss. I think it would be a good thing to let those who are 
interested in your justifications and in the status of your insurance 
operations to know what is going on. 

I think we ought to include 31 and 32 in the record. 

(The documents to be inserted are as follows:) 


UNITED STATES GOVERNMENT LIFE INSURANCE FUND 


This trust fund was established in 1919 to receive premiums and pay claims on 
converted insurance issued under the provisions of the War Risk Insurance Act 
of September 2, 1914, as amended. A total of approximately 1,150,000 USGLI 
policies have been issued of which nearly 400,000, providing coverage of over 
$1.6 billion, remained in force as of June 30, 1956. The fund was closed to new 
issues in April 1951, and the insurance in force is decreasing at an accelerating 
rate, now in the neighborhood of 4 percent per year. The fund is operated on a 
commercial basis to the greatest possible extent consistent with law. Adminis- 
trative expenses are charged to the appropriation, ‘‘General operating expenses, 
Veterans’ Administration.” 

The assets of the fund which are invested in interest-bearing securities and 

licy loans are estimated to decline from $1,344 million as of June 30, 1956, to 

1,305 million on June 30, 1958, as an increasing number of policies mature as 
endowments and through death or disability of policyholders. Retained earnings, 
as of June 30, 1956, of $1,336 million, represented by reserves for actuarially 
computed policy obligations ($1,206 million) and contingencies ($130 million), 
are expected to decrease to $1,296 million as of June 30, 1958. 

Income of the fund is derived from premium receipts, interest on investments, 
and transfers from the military and naval insurance appropriation, for claims 
(a) resulting from the extra hazards of the insured veteran’s service and (b) 
arising on policies held by personnel on active military duty. A decrease in 
total income in 1958 is attributable to a decreasing income from premium receipts 
as policies in force decline. 

und expenditures are expected to decrease $2.7 million in 1958 as compared 
with 1956. Decreasing requirements for payment of death claims and matured 
endowments, offset partially by increasing disability claims and cash surrender 
payments, account for the major portion of this decrease. Dividend payment 
estimates for fiscal years 1957 and 1958 include a $2 million increase in the 
calendar year 1957 announced by the Administrator in October 1956. This 
increase includes approximately $1 million for term policyholders (currently 
wumbering about 20,000) and is the first dividend for this category of policyholder 
in 25 years. 

Statements of financial condition for the past, current, and budget years are 
included below. 
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Statement of financial condition 


— —————L—— rns 


| 1956 actual | 1957 estimate | 1058 estimate 


ee 

















































ASSETS 

Cash: | 
i Cash with Treasury .--.-. Se Rca ne $1, 618, 445 $1, 538, 584 $1, 225, 584 
On hand and in transit__._.. Lit Pedal 76, 378 326, 378 328, 878 
es ocean csecbasgenbeoebeos 1, 694, 823 1, 864, 962 1, 554, 462 
| Accounts receivable... -- Udbddbbhedbichbithl>cakbmottetpa 22, 577 | 22, 577 22, 577 
| Accrued interest on policy loans. _.................-.... 2, 378, 360 | 2, 378, 360 2, 378, 360 
Accrued transfers from military and naval appropriation. 60, 721 60, 721 60, 721 
Accrued premiums receivable.._.................-.....- 202, 381 202, 381 202, 381 
Investients in United States securities (par).........-- 1, 216, 833,000 | 1, 199, 000, 000 1, 182, 000, 000 
EDOM 0b nn bn obi bb cd Ubi dnk sdb dbddetootaesé 123, 047, 095 120, 525, 000 118, 400, 000 
ER IR. ei eee ade, 49, 033 75, 000 100, 000 
a cent ar t 1, 344, 287, 990 1, 324,129,001 | 1,304,718, 501 

LIABILITIES | 

Current liabilities: 
Disbursements in transit...................- 634, 408 334, 408 334, 408 
Interest payable. ........-.-.-... 135, 309 139, 309 141, 800 
Dividend deposits. .............-. danaace 7, 517, 191 7, 807, 191 | 7, 997, 191 

Deferred credits—unearned loan interest... ..-.- 377, 989 |....-- dtamostblonhs binitdstadas 

Total current liabilities. ........_- ‘ 8, 664, 897 8, 280, 908 8, 473, 408 





NET TRUST INVESTMENT 














| 
| 5ews, or | 8, 20,008 | aera am 

















' 
' 
Retained earnings (reserved): | 
Policy reserves... - = ceebdaibtacuses's dda 973, 590,031 {..... ooh 3 
Reserve for future installments on matured con- | 
trects..... ciel 200, 540, 799 |... 
Reserves for total disability_- > 12, 305, 084 | 
Policy claims outstanding_..........- L. Suk 4,914, 128 |. 
Reserve for dividends..___.__..... aan 9, 975, 884 | ‘ selon 
Reserve for premiums paid beyond June 30. -._-.. 4, 185, 289 |....-.. becere~ecupeill 
Reserve for contingencies. - - : wo 130, 111,878 |_.._- psewUndgtes dics 
ne | rr renee eee eens 
Total retained earnings (reserved) - .---_-. wbtbidinds 1, 335, 623, 093 1, 315, 848, 093 1, 206, 245, 003 
Total liabilities and net trust investment_-.__..._- 1, 344, 287,990 | 1,324, 129,00 1, 304, 718, 501 


















NATIONAL SERVICE LIFE INSURANCE FUND 





This trust fund was established in 1940 as the financing mechanism for the 
World War II servicemen’s and veterans’ insurance program authorized by the 
National Service Life Insurance Act of 1940. Over 22 million policies have*been 
issued under this program of which 5.4 million, totaling $35 billion, remain in 
force. In 1951 the fund was closed to new issues and only reinstatements now add 
to the in-force totals. The fund is operated on a commercial basis to the greatest 
extent possible consistent with law. Administrative expenses are charged to the 
appropriation “General Operating Expenses, Veterans’ Administration,” 

The assets of the fund, consisting almost entirely of interest-bearing United 
States securities and policies loans, are expected to increase from $5,651 million 
as of June 30, 1956, to $5,860 million on June 30, 1958. Current liabilities of 
approximately 89 million consisting primarily of dividend credits and deposits of 
policyholders are expected to increase to almost 129 million by the close of fiscal 
year 1958, leaving at that time a net trust investment of $5,731 consisting of re- 
tained earnings reserved for actuarially computed policy obligations and con- 
tingencies. 

Income of the fund is derived from three sources: Premium receipts, interest on 
investments, and transfers from the NSLI appropriation. A decrease in transfers 
from the appropriation is expected to more than offset slight increases in premium 
receipts and interest on investments. The estimated decrease in transfers from 
the appropriation is attributable to a substantial decrease in the number of death 
claims expected on policies under waiver of premium while the insured is on active 
military duty (payments of claims on — under such waiver are reimbursed 
by the appropriation). The number of such waiver cases will be greatly reduced 
as a result of provisions of the recently enacted Servicemen’s and Veterans’ 
Survivor Benefits Act (Public Law 881) which (1) forbid approval of waiver 
applications after January 1, 1957, and (2) preclude beneficiaries of policies under 
waiver from receiving higher indemnity compensation rates provided by this act. 
Fund expenditures are expected to increase $20 million in 1958 over 1956. 
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An increase of almost $40 million in planned 1958 dividend payments over $186 
million paid in 1956, offset partially by expected reductions in death claim pay- 
ments, accounts for this increase. An increase in the calendar year 1957 regular 
dividend of $25 million, 13 percent over the 1956 dividend, was publicly an- 
notiticed by the Administrator in October 1956. 


Statements of financial condition for the past, current, and budget years are 
included below. 
Statement of financial condition 


1956 actual 1957 estimate 1958 estimate 


ASSETS 
Cash 
Cash with Treasury - -- iacene piicideeae $9, 931, 232 $9, 854, 777 | $9, 861, 484 
Cash on hand and in transit- none eal 1, 009, 162 1, 009, 162 1, 009, 162 
Total cash... alk oo 10, 940, 394 10, 863, 939 | 10, 870, 646 
Accrued interest on policy loans _...............-.--- 2, 705, 765 2, 915, 765 2, 915, 765 
Accounts receivable aoaieiniie 1, 137, 454 837, 454 837, 454 
Accrued transfers from NSLI appropriation cme 1 6, 904, 589 6, 904, 589 | 6, 904, 589 
Investments in United States securities (per). ----------| 5,481, 068, 000 5, 567,000,000 | 5, 634, 000, 000 
Loans outstanding —.-.-._.- ae al 147, 765, 727 175, 365, 774 | 203, 365, 774 
Liens outstanding. _.-. abi bc ceidindeidhbhneonbedsndae 628, 505 900, 000 1, 200, 000 





Total assets T Jesknuwelans ; . baits 5, 651, 150, 434 5, 764, 787, 521 

LIABILITIES 

Current liabilities: | 

EE Ss ws ceunenntianenaen 2, 558, 132 | 2, 558, 132 | 

Interest payable. meltadcnses «eu ed 1, 270, 599 1, 370, 599 | 

Dividend credits and deposits ee 84, 722, 898 104, wae 898 | 
Deferred credits, unearned loan interest... “ . 


Potal current liabilities 88, 951, 582 


NET TRUST INVESTMENT 


Retained earnings (reserved): | 
For future installments on matured contracts 3, 013, 570, 467 |... 
EE SUNOS 0 6acdh cachbantsnadetbaccnadenakeus 1, 632, 764, 431 
Premium waiver disability reserves 103, 273, 799 
Total disability income reserves 
Policy claims currently outstanding - - - .__- 

Reserve for dividends declared 
Reserved for premiums paid beyond June 30.. 
Reserve for contingencies 


Total retained earnings (reserved) _.............-- | 5. 5, 562, 198, 852 


Total liabilities and net trust investment... a 561, 150, 454 








1 Includes $5,196,044 actuarial accrual reflected as a nonledger asset. 


Mr. Yates. Mr. Reporter, put in pages 26-1, 26-2, and 26-3 at 
this point in the record. 
(The documents to be inserted are as follows:) 


VETERANS SpeciaAL Term INsuRANCE FuND 


This revolving fund was established pursuant to the Servicemen’s Indemnity 
and Insurance Act of 1951 (38 U. 8. C. 822) to receive premiums and pay claims 
on nonparticipating term insurance issued to veterans who served in the armed 
forces subsequent to April 1951, and who applied for such insurance within 120 
days after separation from service. Under provisions of the recently enacted 
Servicemen’s and Veterans’ Survivor Benefits Act, further issuance of this type 
insurance on or after January 1, 1957, is prohibited, unless properly applied for 
prior to that date. As of June 30, 1956, almost 570,000 policies were in force 
providing over $5 million protection. Administrative expenses of the program 
are charged to the appropriation, “General operating expenses, Veterans’ Ad- 
ministration.” 

Favorable mortality experience on insurance written against this fund indicates 
that retained earnings will reach $51.3 million at the close of fiscal year 1958. Of 
this amount, which except for a small cash balance will be invested in 2% percent 
interest bearing United States securities, it is expected that $14.5 million will be 
assigned to actuarial reserves and $36.8 million to surplus. The Government’s 
initial investment of $250,000 was returned in 1956. 
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Income of the fund will continue to increase sharply in fiscal year 1957 due to 
the increased number of policies in force resulting from new issues in the first half 
of the year. Over 200,000 new issues are expected during this period as compared 
with only slightly over 260,000 for the entire fiscal year 1956. Discontinuance of 
new issues after January 1, 1957 (except where acceptable application is submitted 
prior to that date), w ill rev erse the increasing income rate during the latter half 
of fiscal year 1957, and through fiscal year 1958. Total income of $21.5 million 
is expected in 1958, as compared with $20.6 in 1957, and $14.6 in 1956. 

Expenditures, represented by death claim payments, will continue to increase 
in 1957 and 1958 but at a decreasing rate as the new legislation referred to above 
acts to halt new issues and decrease the number of policies in force during the 
latter part of fiscal year 1957 and 1958. Expenditures of $5.5, and $6.2 million 
respectively for fiscal years 1957 and 1958 are expected as compared with $3.5 
million in fiscal year 1956. 

Statements of income and expense, and financial condition for the past, current, 
and budget years are included below. 


Statement of income and expense 


1956 actual | 1957 estimate 958 estimate 


————— - = + - | —— -- 


Income: 
Premium receipts_..___- 5 ueiianacacataianesht $14, 308,098 | $20,056,385 | $20, 692,372 
Interest on investments_. whieh a acne Sk lie ; 295, 387 549, 854 850, 684 
Other interest Se ae ae Rd 29 s 


14, 603, bu | 20, 606, 239 | 21, 543, 056 


Expense: "| 
UU CURE ss oon emt cnens wpisace padaOcade 3, 474, 386 5, 538, 975 6, 224, 000 
Premiums waived. -.- aad : c 12, 126 | 7 - Ro 
Liens written off as uncollectible..__- as p 29 | 


CD a a 3, 486, 541 | 


Net operating income for the year.............--.------- ; 11, 116, 973 | ~ 15, 067, 264 15, 319, 056 
ANALYSIS OF RETAINED EARNINGS 


Retained earnings, beginning of year___--- 9, 834, 104 20, 951, 043 36, 018, 307 
Adjustment of prior year income, credit processed as expendi- 
itis inthis ath ken | iit ainindéatincenes ; “HA |...... 





Retained earnings, end of year . 7 20, 951, 043 | 36, 018, 307 51, 337, 363 


Statement of financial condition 


1956 actual | 1957 estimate | 1958 estimate 





| 
| 
Cash: 
Cash with Treasury ‘ sibb se $678, 508 | $695, 279 | $712, 835 
Cash in transit. - ren. ibaa item 16, 970 
Accounts receivable-_- 4 " ‘ 20, 028 | 20, 028 | 20, 028 
Policy liens. __- , i ile 1, 537 | 3, 000 | 4, 500 
Investment in United States securities (par) - 5 a aera 20, 234,000 | 35,300, 000 50, 600, 000 


Total assets... ; ocd Ge 61, 043 36,018, 307 | 51, 337, 363 


INVESTMENT OF U. 8. GOVERNMENT 


Principal of fund: 
Appropriations _ _ - 
Retained earnings: 
Reserved: 
Policy reserves ge dees I 1, 234, 417 1, 874, 373 1, 997, 268 
Premium waiver and disability reserves___- $847, 864 $1, 204, 448 1, 293, 405 
Reserve for future instalments on matured con- 
tracts ; , 767,019 | 3, 268, 850 5, 004, 030 
Reserves for premiums paid in advance of June 30 3, 889, 643 | 5, 144, 641 | 4, 863, 025 
Reserve for policy claims currently outstanding ---| 745, 000 | 1,190, »01 | 1, 350, 910 


RUE, cnis nivad atin enenteee sie baton 8, 483, 943 | 12, 682, 913 14, 508, 638 


Unreserved........-..-------------- ~ 12, 467, 100 | 8, 335,304 | 36, 828, 725 
“| 


Total retained earnings..................- itndeinle st | 20, 961, 048 | 36, 018, 307 | al, 337, 363 


er (dE Maree 


Total investment of United States Government....| 20, 951, 043° ~ 36, 018, 307° | 61, 337, 363 
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Status of certain fund balances 








1956 actual | 1957 estimate | 1958 estimate 


—— _ —_——_—— -— 





Unexpended balance: 
Cash with Treasury _-_- rs Ae $678, 508 $695, 279 712, 835 
Investment in United States securities___- 20, 234, 0 35, 300, 000 50, 600, 000 


Tetal unexpended balance.._.-_..._-_--__- ee aah l  hee 20,912,508 | 35, 995, 279 51, 312, 835 





Net obligations outstanding: Accounts receivable (net) and | — E 
cash in transit (—)_...............-- —36, 908 | 20,028 


Unobligated portion of fund balances 





Mr. Tuomas. Let’s take construction and medicine now. Does 
anybody have any questions here on insurance? I hate to keep these 
people sitting around. 

Mr. Jonas. What is the total of appropriated money out of the 
general fund to run the insurance department? 

Mr. Garpner. You mean the total for this year? 

Mr. Jonas. Per year. 

Mr. Garpner. We add these various appropriation items, military 
and naval and administrative, and we get $24,468,000. That is the 
total administrative. 

Mr. Jonas. What will it do to your program if that administrative 

cost should be required to be paid out of the insurance fund? 

Mr. Gardner, my first question was: What was the total adminis- 
trative cost of the insurance program? 

Mr. Tuomas. That is $50 million to $60 million, without adding 
them up. 

Mr. Jonas. He says $24 million. 

Mr. GarpNer. $24 million administrative costs. You were in- 

cluding all items in your $50 million to $60 million. 
} Mr. Jonas. I asked then, what would it do to the program or what 
are the arguments against requiring the insurance program to be self- 
carried? Why couldn’t these administrative costs be paid out of the 
program itself instead of appropriating this $24 million every year. 

Mr. Hieuiry. Instead of paying dividends? 

Mr. Jonas. Yes, reduced dividends. 

Mr. Yates. What is the answer? 

Mr. Garpner. My answer, sir, was that this is a contract, an 
existing contract except those in the special term insurance, under a 
law which prescribes that the administrative costs will be borne by 
the United States. 

This proposal has been made on numerous occasions, and the com- 
mittees have always reached the conclusion that the Congress could 
not by a congressional act abrogate the existing contracts. 

If they started in a new insurance system, for instance, it would be 
perfectly proper. 

Mr. Tuomas. What is that old expression—“‘The Lord giveth and 
He taketh away?” They give you something; the Congress passes a 
law giving it to them, and then they take it away. Having the au- 
thority to do it and doing it are two different things. 

Mr. Yates. But he says they don’t have the authority to do it. 

Mr. Tuomas. They don’t have a vested right. They may w ork out 
a pretty good case of a vested right; where you have been paying a 
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premium over the years, you try to take that. But administrative 
costs on an annual basis, that is something else. 

Mr. Jonas. I know that a lot of the insurance agents take exception 
to the fact that the comparison between rates in this program and 
normal rates charged by insurance companies are so out of line that 
people get the impression that they are being gouged by the old line 
msurance companies. 

They may be. It is a fact that the premium doesn’t reflect the costs 
of operating the program. 

Mr. Evins. I think it might be well to observe that while the in- 
surance companies opposed these insurance programs originally, since 
they have been in effect the number of private insurance policies has 
mounted and accelerated, and the commercial companies have in- 
creased their business tremendously. 

So the Government veterans’ insurance program has been an 
auxiliary assistance to. the private insurance companies. 

Mr. Jonas. I am not arguing that. Of course insurance programs 
have increased. The country has increased. More people are buying 
insurance. But you wouldn’t say that is because of this program. 

Mr. Evins. I say that this insurance program has benefited the 
insurance companies of this Nation immeasurably and. immensely. 
I just threw it out to the gentleman as a bit of information which he 
might need to have sometime when the insurance companies make 
these arguments. There is another side to the coin. 

Mr. Jonas. I haven’t heard from any insurance companies. I have 
heard from a lot of agents. 

Mr. Yates. Even where it is true, would not the rates still be 
below those of the private companies? 

Mr. Jonas. Sure, there is no cost of selling. 

Mr. Tuomas. And there is no profit in there. 

Mr. Garpner. We have no cost of investment, of course, compared 
to that the insurance companies have. They have a tremendous cost 
in management of real estate in which they have their funds invested. 

Mr. Wuirttier. May we be excused now? 

Mr. Tomas. It is nice to do business with you gentlemen. 

Mr. Hieiry. May I give Mr. Jonas the information he requested? 
It costs $25 million a year to run the Insurance Department. This 
year we will pay out $236 million in dividends against $25 million 
expense. So roughly the cost of operating the Insurance Department 
is in the neighborhood of 10 percent of the current year’s dividends. 

Mr. Jonas. That doesn’t change my thinking at all because the 
general taxpayers are paving this $25 million and the $230 million 
you pay out is going to the policvholders. A program that profitable 
ought to bear its own expense. 

I don’t mind saying I think the law ought to be changed or some- 
thing ought to be done so the insurance program can carry itself and 
we wouldn’t have to appropriate money out of the general funds of 
the Treasury to do it. 

Mr. Hieuey. If you did that, all it would do is cut down the divi- 
dends by 10 percent. I wanted to give you that proportion. 

Mr. Jonas. That would be about $8 off of the $80 dividend. 

Mr. Hiauey. I presume if you could do it across the board, it would. 

Mr. Jonas. Doesn’t it sound like a sensible thing to do? 

Mr. Hievry. I think if they were starting this program up new 
today, they would have planned it that way. In the beginning they 
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didn’t think there would be dividends to the extent they have been 
accumulating. 

MEDICINE AND SURGERY 

SUMMARY OF APPROPRIATIONS 


Mr. Tuomas. Let’s place the table on page 8-2 in the record at 
this point. I think this language is very appropriate here. We 
might follow it up with 8-3 and 8-4. 

(The documents to be inserted are as follows:) 


Summary of appropriations, $805,007 ,000 


Increase (+) 
Actual, Estimated, | Estimated, or de- 
Appropriation title fiscal year fiseal year fiscal year crease (—), 
1956 1957 1958 eae 
1957 


Medical administration and miscellaneous 

operating expenses, appropriation or estimate.| $16,049,600 | $20,773,800 | $22,067,000 | +$1, 293, 200 
Inpatient care, appropriation or estimate 649, 790,600 | 662,900,000 | 702, 000, 000 +39, 100, 000 
Outpatient care, appropriation or estimate 85, 971, 200 82, 638, 000 79, 000, 000 —3, 638, 000 
Maintenance and operation of supply depots, 

appropriation or estimate 1, 628, 000 1, 940, 000 +312, 000 
Department of Medicine and Surgery appro- 

priations or estimates { 767, 939, 800 | 805, 007, 000 +37, 067, 200 


APPROPRIATION ESTIMATE, FISCAL YEAR 1958 


The Veterans’ Administration is responsible for providing medical care and 
treatment to eligible veterans as authorized by law. The financial requirements 
are budgeted under four operating appropriations, as follows 

1. “Medical administration and miscellaneous operating expenses’: Provides 
for the administration by central office and area medical offices of the medical-care 
programs of the VA; a program of medical research, education, and training to 
support the medical-care programs; and technical staff and services required for 
for the agency construction program. 

2. “Inpatient care’: Provides for maintenance and operation of Veterans’ 
Administration hospitals and domiciliaries; care of beneficiaries in contract- 
hospital facilities not under jurisdiction of the VA; and aid to State and Territorial 
homes for support of veterans eligible for care in Veterans’ Administration 
facilities. 

3. “Outpatient care”: Provides for operation of clinics rendering medical and 
dental services to service-connected beneficiaries on an outpatient basis. 

4, ‘‘Maintenance and operation of supply depots’’: Provides for maintenance 
and operation of supply depots which serve all Veterans’ Administration facilities. 


Program objectives 

In accordance with the intent of the Congress as expressed by the enactment of 
medical-benefit legislation for veterans, the following are the operating objectives 
upon which this budget is predicated: 

1. Medical care shall be rendered to all eligible veterans who request and require 
such care, either in Veterans’ Administration facilities or by contractual arrange- 
ments, when necessary. 

2. The quality of medical care provided by the Veterans’ Administration shall 
be maintained at a level comparable with the best civilian institutions treating 
similar types of illnesses. 

3. To study current and proposed operating standards and to reduce the unit 
cost of medical care by amending or eliminating standards and practices which 
do not meet the criterion of essentiality. 


Mr. Tuomas. “Medical administration and miscellaneous operat- 
ing expense” shows an increase of $1,293,200 over 1957, making a 
total for 1958 of $22,067,000. You are getting into your big money 
now in operating your hospitals. You have “Inpatient care,’’ which 
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jumped up to $702 million, against $662,900,000 for 1956; an increase 
of $39,100,000. 

“Outpatient care’? shows a decrease of $3,638,000 for 1958 over 
1957, making the 1958 appropriation $79 million. ‘Maintenance and 
operation of supply depots” we have already discussed; and that is 
$1,940,000. 

The Department of Medicine and Surgery comes up, then, in total 
appropriation with an increase of $37,067,200, making a total of 
$805,007,000 for 1958. That cost was $753,439,400 in 1956, and then 
in 1957 it jumped up to $767,939,800. 

When do we reach the peak? Is it this year or next year? 

Mr. Hieury. We are practically at the peak. 

Mr. Tuomas. You have three more hospitals to be built? 

Mr. Hietxy. Two more. 

Mr. Tuomas. You won’t reach that peak, then, until what? 

Mr. Scnoen. May I make a comment? Out of this $37 million 
increase, $34,700,000 of it is the result of the civil service retirement 
contribution. 

Mr. Tuomas. We call that the Philip Young money. 

Mr. Scnorn. And $2,200,000 of it is due to the fact that there is 1 
additional payday in 1958 as compared to 1957. A total of 
$36,900,000, approximately, is something enacted by the Congress 
and something due to the calendar—which varies from year to year. 

So the substantial portion of that increase—in fact, most of it—is 
items that are frozen, and we are operating at approximately the same 
level overall as we did last year. 


MepicaLt ADMINISTRATION AND MIscELLANEOUS OPERATING 
EXPENSES 


Program and financing 





1956 actual | 1957 estimate | 1958 estimate 


1 

Program by activities: | 
1. Medical, hospital, and domiciliary administration $7, 303, 681 $7, 300, 000 $7, 870, 000 
. Administration of the construction program 1, 077, 022 1, 083, 500 | 1, 253, 000 
. Medical research 5, 474, 288 9, 910, 995 | 10, 359, 000 
. Prosthetic testing and development 987, 394 | 990, 300 | 1, 000, 000 
. Medical education and training 1, 115, 976 1, 390, 000 1, 560, 000 
Total program costs 15, 958,361 | 20, 674, 795 | 22, 042, 000 

. Relation of costs to obligations: 

(a) Costs financed from obligations of other years, 


ne 
(6) Obligations incurred for costs of other years, net_ 


Total program (obligations) 15, 952,932 | 20,773,800 | 22, 067, 000 


Financing: Unobligated balance no longer available 96, 668 








ROTTEN, 6 5c cccktnbsnddnccan debbie cwinitinainnmane 16, 049, 600 20, 773, 800 22, 067, 000 


| 
! 


-=-—osoosocoo 


— 
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Obligations by objects 


| 


1957 estimate | 1958 estimate 
2, 378 | 
10 
2, 369 

3, 192 


1956 actual 


—————— . SS 
| 


Total number of permanent positions__- 
Full-tkme equivalent of all other positions 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
OIIINTL . o0h oh od od dddbdoee elenenscheeoecdwae 
EE EE on. os witinbphrinbeires teens <hacieminamee 
Ungraded positions: Average salary_..............-...-.-- 


Personal services: 
Permanent positions 
Positions other than permanent ; 
Regular pay above 52-week base 


$11, 175. 310 
306, 227 
42, 762 


$13, 238, 270 
410, 600 
50, 680 


405, 500 


Payment above basic rates 


Total personal services_........- wtistadenbobuhudbea 


30, 021 


11, 554, 320 


$13, 244, 100 | 
| 
| 
| 


30, 100 


13, 679, 700 | 


<7 


30, 150 
13, 729, 700 


Travel: 
Employee 
Beneficiary 
Transportation of things 
Communication services_............- nip diebedans whe 
pO ee ey eee 
Printing and reproduction 
Other contractual services 4 
Supplies and materials-__...........--.---.-.--- ett we niteeion 
Equipment wibivt 
Grants, subsidies, “and contributions: 
Contribution to retirement fund--.-..............-- 
Refunds, awards, and indemnities-_-_................-.-..-] 
Taxes and assessments__..........-.- iiacrabe tte aivneadie 


804, 566 | 
53 
413 
779 | 
798 
ay 106 

1, 504, 250 | 
1, 000, 016 
859, 480 


992, 200 | 
200 

54, 600 
95. 500 | 
79, 000 


52, 

79, 

67, 
854, 400 

2, 132, 000 

, 873, 400 | 


ie I Doane 
8, 372 | 
12, 051 | 


annemescemaend 
| 


15, 952, 932 | 


Subtotal 20, 773, 800 | 


Deduct charges for quarte rs and subsistence 








ENGL MOTORS, «5 cn om lbh bdiindhaxode didnchidedeutia 22, 067, 000 


20, 773, 800 





Budget authorizations, eapenditures and balances 


! | 
| 1956 actual 1957 estimate 
! 


| 1958 estimate 


Appropriation $16, 049, 600 | 
Obligated balance brought forward 2, 111, 662 


Restored from certified claims account.......................-]..-..--...-. al 


$20, 773, 800 
1, 704, 779 
65, 000 


22, 543, 579 


RUDGET AUTHORIZATIONS AVAILABLE 
| 


Total budget authorizations available _- 
EXPENDITURES AND BALANCES 
Expenditures— 


Out of current authorizations. .............. wadsbivaledl Wi 
Out of prior authorizations. 


18, 676, 000 | 
1, 616, 000 


20, 292, 000 


14, 345, 544 
1, 957, 495 | 
Total expenditures 16, 303, 039 
Balances no longer available: 
Unobligated (expiring for obligation) 
Other 
Obligated balance carried forward 


96, 668 | 
56, 776 | 
1, 704, 779 | 


22, 543, 57 


115, 579 


2, 136, 000 | 2, 825, 000 


Total expenditures and balance 24, 203, 000 


Mr. Tuomas. Let’s go into some of those tables, ‘‘Medical adminis- 
trative and miscellaneous operating expenses.’? What items are 
covered in this administrative expense? 

Mr. Scuorn. In the total appropriations, sir, o1 
trative part of it? 

Mr. Tuomas. Departmental and area offices, Assistant Administra- 
tor for Construction, medical research, prosthetic testing and develop- 
ment, and education and training. That is all the administrative 
part of it, isn’t it? 


* just the adminis- 
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Dr. Mippteton. Yes, sir. 
Mr. Tuomas. What is that figure, $22,067,000? Even that shows 
an increase of $1,293,000. 


SUMMARY BY OBJECT AND PROGRAM 


Mr. Reporter, at this point insert pages 9-1 and 9-2 in the record. 
(The documents to be inserted are as follows:) 


Medical administration and miscellaneous operating expenses, $22,067,000— 
Cost summary by object 


Increase (+) 
Actual, Estimated, | Estimated, or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 oe over 
1957 





Average employment: 
VA employees. .-_......- 
Average salary - -- 
Consultants__._- 


01 Personal services._..........__- 7 -....| $11, 554, 320 $13, 679, 700 "$13, 729, 700 
** Consultants... __ ipsam coehg aah elton nisciy te (306, 227) (405, 500) (410, 600) 
02 Travel: 
Employee.--_--._.-- pian: 3 ie 992, 200 1, 319, 700 
Beneficiary... Eissibewds 200 300 
03 Transportation of things... shi ides create ee f 54, 600 55, 500 
04 Communications-. ebook eo wenn aa \ 95, 500 
05 Rents and utilities......-.-------.--____. : 79, 000 
06 Printing and reproduction... da cadna rindi atadainl 
07 Other contractual services___- oa g 1, 854, 400 1, 837, 900 
Employee insurance, Public Law 598 _____- (36, (41, 900) (41, 700) 
08 Supplies. --.. i onde Biel : , 017, 2, 122, 000 2, 126, 300 
08 Equipment. _-- i 1, 784, 395 1, 655, 000 
11 Grants, subsidies and contributives WUD dnasiistsgentats Matai sata 793, 900 
13 Refunds, awards and indemnities , 82 , oe 
15 Taxes and assessments__........____- : 37’ ; 14, 200 


Total gross costs - - pieced 15, 970, 412 20, 674, 795 22, 042, 000 +1, 367, 205 
Less: Quarters, subsistence and laundry —12, 051 |__..-- “ oe 





Costs financed from obligations of other ye ars, 


Net total costs 15, 958, 361 20, 674, 795 | 22, 042,000 | +1, 367, 205 


| 
net (—)-- ; ° 9 Tiedae ; , 
Increase for costs of other years, net..__._._____| : +99, 005 | +25, 000 
a ets ference aceennanentiie 
Total obligations. | 15,952, 982 | % 20, 773, 800 | 22,067,000 | +1, 288, 200 
Add: Unobligated balance no longer available __| 96, a 


} ’ — 


Appropriation or estimate ; 16, 049, 600 | 20, 773, 800 22, 067, 000 r +1, 293, 200 





Comparison of costs by program 


| Increase (+) 
Actual, Estimated, | Estimated, or de- 
Program fiseal year fiseal year fiscal year crease (—), 
1956 1957 10458 1958 over 
1957 


Department of Medicine and EY. ace $7, 303, 681 $7, 300, 000 $7, 870, 000 +-$570, 000 
Central office. ; saan (5, 516, 767) (5, 276, 400) (5, 744, 600) +- (468, 200) 
Area medical offices... (1, 786,914)}  (2,023,600)| (2,125,400); +(101,800) 

Assistant Administrator for Construction ____- 1, 077, 022 1, 083, 500 1, 253, 000 +-169, 500 

Medical research ines 5, 486, 339 | 9, 910, 995 10, 359, 000 +448, 005 

Prosthetic testing and development - 4 ; 987, 394 990, 300 | 1, 000, 000 oe = 

Education and training. --. da ieslined 1,115,976 | 1, 390,000 | _1, 560, 000 +170 

WOenr MOD O08t8 os oss, do cnt 5 cnseee | 15, 970, 412 20, 674, 795 22, ees | es 367, 205 

Less: Quarters, subsistenc e, and laundry - aca —12,051 | a : ties 


SD ee detent pS 
Net total costs..........-.-.--.-.-.------} 15, 958, 361 | 20,674,795 | 22, 042, 000 iB +1, 367, 205 
| 
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Mr. Tuomas, Let’s look at 9-2, Department of Medicine and 
Surgery, central office, administrative costs, $5,744,600 against 
$5,276,400—an increase of $468,200. 

How many area offices do you have? 

Mr. ScHoen.. Seven. 

Mr. Tuomas. $2,125,400 against $2,023,600 last year—an increase 
of $101,800. Where are the seven offices located? 

Mr. ScHoen. Boston, Trenton, Atlanta, Minneapolis, St. Louis, 
Columbus, and San Francisco. 

Mr. Tuomas. What is the total number of people in those seven 
offices? 

Mr. ScHoEn. 198, sir; page 9-8. 

Mr. Tuomas. Assistant Administrator for Construction shows a 
modest increase here of $169,500. What about that, Colonel Edgar? 
You have only $52 million worth of work to do this year. 

Mr. Epaar. That. is page 9-9. 

Mr. THomas. Medical research, prosthetic, and testing. That 
stays peer constant at $1 million. Is all of that work done in your 
New York office? 

Dr. Mippiteron. New York and California. 

Mr. Tuomas. Mare Island? 

Dr. Mippueton. University of California and New York Uni- 
versity. 

Mr. THomas. You don’t fit in with the Navy yard at Mare Island; 
do you? 

Dr. Mippueron. No, sir. 

Mr. Tuomas. Education and training: What are you doing in 
education and training? 


Mr. Baker. Medical education, Mr. Chairman, of professional 
medical people. 


PERSONAL SERVICES 


Mr. Tuomas. Let’s take a quick look at some of these breakdowns. 
That was the program. Now let’s look at the personnel. 

We will insert at this point page 9-3. 

(The document to be inserted is as follows:) 


Medical administration and miscellaneous operating ecpenses—Comparative average 
employment summary by program 


Increase (+) 
Actual, | Estimated, | Estimated, | or de- 
fiscal year fiscal year | fiscal year crease (—), 
1956 | 1957 | 1958 1958 over 
1957 


Department of Medicine and Surgery 971 | 
Central office. , | (799) | 
Area medica] offices_.....-.-.-.--- a (172) | 

Assistant Administrator for Construction 149 

Medical research. - endienans 

Prosthetic testing and. development__- 

Education and training. 
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Mr. THomas. You don’t go up much in personnel. It is all on 
dollars. What do you do? 

Dr. Mrppteron. Most of that is 6.5 percent increase on civil- 
service employees. 

Mr. Tuomas. You had better speak to Professor Young. He is 
not doing right by you; is he? You don’t show a single increase; do 
you? I mean, it balances out—2,319 employees against 2,318—an 
increase of 1. 

What about the Department here, central office—752 employees 
against 728, 24 less? 

Mr. Scuorn. That 24 is a transfer of functions to the supply depot, 
the procurement functions to the supply depot, which was mentioned 
in the supply depot appropriation. 

Mr. Jonas. That 24 is not a loss. It is transferred over to Mr. 
O'Neil. 

Mr. Scuoen. That is what I just mentioned, that was a transfer of 
functions to the supply depot. 

Mr. Txromas. I didn’t quite understand your 950 figure and your 
926—a reduction of 24. Where is that? 

Mr. Scuoen. The difference is the 24 reduced for personnel trans- 
ferred from the central office procurement to the supply depot. 

Mr. Tuomas. I understand, but what do these 926 do, and where 
are they located? 

Mr. Scuoen. On page 9-8 is a breakdown between activities. 

Mr. Tuomas. Can you put your finger on it right quick and tell me 
where they are located? 

Mr. Scuorn. 1958 is: The Office of the Chief Medical Director, 28; 
Assistant Chief Medical Director for Planning—— 

Mr. Tuomas. What is the difference between that and the central 
office figure? 

Mr. Scuoen. The area medical offices. 

Mr. Tuomas. How many of those do you have? 

Mr. Scuorn. 198 employees planned for 1958. 

Mr. Tuomas. Why are they charged to this account? Why aren’t 
they charged to the field account—inpatient care? 

Mr. Scuorn. Because they are an extension of the central office. 

Mr. Tuomas. Are they working out of the central office, or are they 
working in the area offices, or in the hospitals? 

Mr. Scnoren. They are working in an area office that has super- 
vision of the hospitals. 

Mr. Tuomas. How many area offices are there? 

Mr. Scuoen. Seven, sir. 

Mr. Tuomas. The justification states in your area offices there are 
198 employees. 

Mr. Scuorn. That’s right. 

Mr. Tuomas. What is the difference? You mean it is 926 plus 198? 

Mr. Scnoun. No, sir—— 

Mr. Mippieron. 728 in the central office and 198 in the area 
medical director’s offices. 

Mr. Hieiey. That makes a total of 926. 


CENTRAL OFFICE PERSONNEL 


Mr. Tuomas. Where is your breakdown on the central office? 
Mr. Scuorn. 9-8, sir. 
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Mr. Tomas. Will the reporter insert the table on page 9-8 in the 
record, please? 
(The document referred to is as follows.) 


Department of Medicine and Surgery—Comparative average employment summary 
by activity 


Increase (+) 

Actual, Estimated, | Estimated, or de- 

Activity fiscal year fiscal year fiscal year | crease (—), 
1956 1957 1958 | 1958 over 


1 


Chief Medical Director____....._- si i 23 20 | 20 
Acting Chief Medical Director, Planning____-_- 153 | 153 | 
Acting Chief Medical Director, Dentistry___- 15 | is 
Acting Chief Medical Director, Research and | 
ION 35 ccb sede sdewen Jd OOL. 113.8 30 
ES . ; 127 | 
Acting Chief Medical Director: 
Operations ___-_- 407 
Personnel Service Piipua | (59) | 
Supply Service __- ; (194) } 
Engineering Service , ; al (41)| 











Departmental, total 
Area medical office, total. --_- 
Supply Service ‘ 


Department of Medicine and Surgery, | 
SOUR 4, cuceetcudededgencck antes 





Mr. THomas. Could you reduce that any further? 971 for 1956, 
950 for 1957, 926 for 1958—-you are going down all right. 

Mr. Mippieton. We are working on it constantly, sir. 

Mr. Tuomas. How many of these employees are doctors, how many 


of them are dentists, how many of them are technicians, and how 
many of them are nurses? 

Mr. Scuoen. In the central office ——— 

Mr. Tuomas. This is the central office we are talking about now. 
A total of 728 employees. 

Mr. Scnorn. In the central office alone, as of December 31, 38 
doctors, 9 dentists, 11 nurses, and other Public Law 293 personnel 
are 4. 

Mr. Tuomas. Now break that 728 down, Mr. Schoen. 

Mr. Scuorn. Doctors, 38, dentists, 9, nurses, 11. 

Mr. Tuomas. Do you have food specialists and so forth? 

Mr. Scuogen. The top food-specialist position is included under 
Public Law 293. 

Mr. Tuomas. That is only 59. What do these other people do? 

Mr. Jonas. How many social workers? 

Mr. Tomas. You have 153 in planning. You have 15 in dentistry. 
You have 30 in ACMD research. You have 127 in education. You 
have 383 in operations. 

Mr. ScHoen. I can give you a complete breakdown. I have the 
organizational charts here. 

Mr. Tuomas. Have you an extra one for us? 

Mr. Scuoen. That is all one set. That is a breakdown in all the 
details. We can provide sets, if you desire, sir. 

Mr. Tuomas. What does your symbol mean—ACDM? 

Mr. Scuoen. Assistant Chief Medical Director. 

Mr. Tuomas. Allright, go ahead. 





302 


PLANNING ACTIVITY 


Mr. Tuomas. Let’s take a Jook at planning. 

Mr. Scorn. Planning? 

Mr. Tuomas. Yes. You have 153 people there. 

Mr. Scnoen. First, we have a total of 21 in"special services. 

Mr. Tuomas. Do you have green sheets on}these positions? 

Mr. Scuorn. Yes, sir. 

Mr. Tuomas. What is the nature of these‘*people? What is their 
education, background, and training? Are they all young medical 
students or hospital specialists or what are they? 

Mr. Scuorn. In Planning, are most of the physicians—— 

Mr. Tuomas. Is that the 38 doctors you said you had? 

Mr. Scuorn. Yes, sir, a large portion of them. 

Mr. Tuomas. Go ahead. ou have a large portion to account for 
now. You have 153 total and you have 38 doctors. So you have 
about 115 to account for. 

Mr. Scnoren. We have a total of 21 in the Special Services Division 
of Planning. 

Mr. Tuomas. Twenty-one doctors? 

Mr. Scuoren. These are recreation specialists, librarians, and clerical 
personnel. 

Mr. Tuomas. Have you a breakdown on planning? It ought to be 
page 9-15 or 20. Do you have that? 

Mr. Scuorn. The only breakdown I have is by going through 
these charts and calling off the breakdown by organizational elements. 
May I do that? 

Mr. Tuomas. Yes. 

Mr. Scuorn. Special Services Division, 21. 

Mr. Tuomas. What do they do? 

Mr. Scuorn. Special services is responsible for the recreation 
library and voluntary programs are provided in Veterans’ Adminis- 
tration hospitals. They develop that program. 

Mr. Tuomas, It doesn’t take 21 people to show them how to play, 
and we have 2 or 3 specialists in every hospital. You don’t need 21 
people up here to tell those—— 

Mr. Scuoen. 21 people do not all work in the voluntary services 
division. There are 10 in the library division, which includes the 
medical library in the central office. That is the largest group of the 21; 
recreation division, 4, and in the office of the director 3. 

Mr. THomas. Go ahead. That accounts for them. What’s next? 

Mr. Scuoren. Here is the breakdown of planning without regard to 
the organizational divisions. Do you want that? 

In planning there are 22 doctors, 2 dentists, 11 nurses, 4 others. 

Mr. Tuomas. What do the doctors and nurses do in planning? 
What are their activities? 

Mr. Scuorn. The nurses do the planning for the nursing program 
at hospitals. 

Mr. Tuomas. You have 23 people in recreation. They take care of 
the library. You have 11 nurses. You have 23 doctors. 

Dr. MippieTon. Twenty-two doctors. These doctors, of course, 
are responsible for the planning of professional service within the 
hospitals. There eill be 1 in surgery, 1 in medicine, 1 in the physical 
medicine, 1 in tuberculosis. 
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Mr. Tromas. What do the nurses do? 

Dr. Mrppueton. They will again plan the nursing program, both 
from the standpoint of service to the patient and from the standpoint 
of the training or education of nurses and nurses aids in the field. 

Mr. Tuomas. What do your other people do? 

Dr. Mippieton. We have, of course, the X-ray as part of the pro- 
fessional services outside of the physical medicine and rehabilitation. 

Mr. Tromas. You have X-ray, pharmacy, nursing, dietetics, what 
else—recreation. 

Dr. MrppieTon. We have the chaplain. 

Mr. Tuomas. List all those in the record here. There are about 
eight categories. Do you have it here? Check me over here and see 
if this is mght. 

Dr. MippuetTon. Mr. Chairman, this is a total breakdown for 
central office. It takes the planning division and breaks it into several 
elements. 

Mr. Tuomas. You have pathology and allied science services. 

Dr. MrppueTton. That is from the laboratory standpoint. 

Mr. Tuomas. You have an increase of 1, a total of 6. These are 
doctors, and I presume 1 or 2 technicians. These are your patholo- 
gists? 

Dr. Mipputeton. That’s right. 

Mr. Tuomas. In radiologist service, you have two. I presume they 
are technicians. 

Dr. MippLeTON. One i is a physician. 

Mr. Tuomas. Surgical service, you have four. They are doctors, 
I guess. 

r. MrppLetTon. Two are doctors. 

Mr. Tuomas. Tuberculosis service, you have 9, an increase of 1. 
You have four doctors and other technicians. Nursing service, you 
have 21, an increase of 5. 

Dr. Mippueton. Eleven of those are nurses. 

Mr. Tuomas. Then you have physical medicine and rehabilitation, 
17 against 15 for last year. You have doctors? 

Dr. Mippteton. There are two physicians. 

Mr. Tuomas. Physical medicine and rehabilitation. 

Mr. Yates. This is physiotherapy. 

Mr. Mipp.eton. Physiotherapy, right. It has occupational ther- 
apy under it. 

Mr. THomas. Pharmacy service, you have 9 against 9 last year. 
What do you have here? Do you have one doctor? 

Mr. Scuoen. Mr. Thomas, the second column on that chart is just 
the number of positions that are set up. They are not all filled. 
Those are not increases. Actually the first column is the on-duty 
as of December 31. 

Mr. THomas. What does “AP” mean? 

Mr. ScHoEN. Approved positions. 

Mr. Tuomas. That is in your budget then for this year. 

Mr. Scnorn. No, sir. The average employment we are showing in 
the budget doesn’t contemplate having all those positions filled. 

Mr. Tuomas. You show 146 here, and I think vour budget request 
is 153. This is for 146. You are losing 6 or 7 in the shuffle. 

Mr. Scuoen. In that particular activity, that was the number on 
duty. 

57—pt. 1——-20 





304 


Mr. Tuomas. Pharmacy, 9 to 9. But you said we disregard the 
«AP? 

Chaplain’s service, 9 for 9. Dietetic service, 13 for 12. On nig 
12; approved positions, 13. What is your top? You have 13, 12 
one 11, one 5, 5 

Social work services, 11 for 10. Grade 14. Psychiatry and neu- 
rology, 20 for 16. How many doctors here? And then one 15, one 
14, one 13: Prosthetic and sensory, 15 for 15. One doctor, two 
dentists. One 15, one 14, one 12. Who are these 15’s and 12’s— 
technicians? 

Mr. Scuorn. Yes, sir. 

Dr. MippuetTon. Highly trained technicians. 

Mr. THomas. sg services, 21 for 21. What is special services? 
You have a grade 15, you have three 14’s, you have four 13’s, you 
have two 12’s, and one 11. What is special services? 

Mr. Warrers. That covers the library, the voluntary services, and 
the recreation people. 

Mr. Scuoen. Here is the detailed breakdown on special services. 

Mr. Tuomas. That is the 21 you listed a while ago, as 23. You 
have a lot of high powered people, and about one- third of them are 
dealing with medicine, and the other two-thirds—what are the duties 
of the director of special services? You have library mixed up. Is 
it all library work, special services, recreation? 

Dr. Mippteton. No, sir; the three divisions, 

Mr. Tuomas. Voluntary services. There are 13 positions, grade 
12 and above, out of 21. 

Mr. Yates points out that, of 174 positions, which is an increase of 
about 17 over last year, that figure doesn’t include your 122 consult- 
ants. I presume your consultants are located in your hospitals 
throughout the country. 

Dr. Mippieton. There are some in all hospitals. This, however, 
you are relating to central office, Mr. Chairman. 

Mr. THomas. You have 122 consultants? 

Dr. MippLeTon. Coming into the central office on call when we 
need them for special advice. 

Mr. Yates. Do you have a consulting staff? 

Dr. Mippueton. Yes. 

Mr. Yates. He says, ‘“‘No”’, and you say, “‘Yes’’ 

Dr. Mrppueton. | say ‘‘yes” in the sense they are not with us 
constantly, but they are on call. They may come from any part of 
the country. 

Mr. Tuomas. Do you get a man to perform, say, a rare type 
operation? 

Dr. Mipp.ietron. Not in the central office, sir. 

Mr. Tuomas. That would be about the only place you could get 
them, wouldn’t it? 

(Discussion off the record.) 

Mr. Tuomas. We will come back in the morning at 10 a. m. 

Mr. Ketsty. Mr. Chairman, if we just bring ‘Medical and con- 
struction,” will that be all we will need tomorrow? 

Mr. Tuomas. I believe it will meet our requirements just to have 
the “Medical and construction” men in the morning. 





Frmay, Fesrvuary 1, 1957. 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
(Discussion off the record.) 


ADMINISTRATIVE EMPLOYMENT, DEPARTMENT OF MEDICINE AND SURGERY 


Dr. Mippteron. Mr. Thomas, for the record may I introduce these 
figures that have been compiled from the charts that were made 
available to you yesterday by Mr. Schoen. They represent the 
compilation for central office, and total 728 individuals, a reduction 
from the present level of 752. 

Mr. Tuomas. Yesterday we were working on the Department of 
Medicine and Surgery. We were looking at the administrative costs 
for the Washington activities, the Chief Medical Director’s office, 
with a total appropriation of $7,870,000. We were working er the 
employment figures which show a decrease of 24 people for 1958 
against 1957; namely, 950 employees for 1957 against 926. 

At this point, Dr. Middleton has given us in tabular form the in- 
formation that was covered yesterday. 

Mr. Reporter, will you insert the table at this point in the record? 

(The document referred to is as follows:) 
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Mr. Tuomas. Moneywise, the Director’s office for 1958 shows that 
you have an increase of $1,293,200 in a total of $22,067,000 against 
$20,773,800 for 1957. 

In truth and in fact, what part of that increase goes for new items 
that are not carried in the 1957 budget, n: imely, the civil-service 
retirement fund ? 

Mr. Scuoen. The total is $794,000, which is the contribution to the 
civil-service retirement fund, and $324,000 is printing and reproduc- 
tion which was 

Mr. THomas. Heretofore charged to another account ? 

Mr. Scorn. Appropriation, that’s right, sir. And $170,000 of the 
money is to increase the level of the education and training program. 

Mr. Tuomas. How much new money do you actually have over 
and above the 1957 budget ? 

Mr. Scuoen. $113,000. 

Mr. Tuomas. Does it go for training programs? Is that where 
itis ? 

Mr. Scnoren. That is the net amount; that is right. 

Mr. Tuomas. Where does it go to ? 

Mr. ScHoen. It goes to primarily the education and training pro- 
gram, which is the increase. 

Mr. Tuomas. $113,000 is the actual increase ? 

Mr. Scorn. That’s right. That is the actual increase. It is, in 
part, offset by the small sum that was transferred to the depots. 


ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


Mr. Tuomas. Let’s look at the Assistant Administrator for Con- 
struction. What isthe tab on that? 

Mr. Ketsry. 9-9. 

Mr. Tuomas. Mr. Reporter, will you insert page 9-9 ? 

(The document referred to is as follows :) 


Assistant administrator for construction 


| 
Increase (+-) 
Actual, | Estimate, Estimate, or de- 
Cost by objects | fiscal year fiscal vear fiscal year crease (—), 
| 1957 1958 1958 over 
1957 


149 | 154 +5 


| 
$$ |—_—--—— 

Average employment | 
01 Personal services...--.---- | $983, 034 $981,000 | $1, 037, 300 | ” $56, 300 
02 Travel, employee. ___- v= 24, 805 30, 300 | 30, 000 | 300 
0320 Tr ansports ation of things, other __ 0 0 
0330 Shipment of merchandise, goods, and | 

other personal effects oraeacae| 1, 064 700 | 1, 200 | 
0400 Telephone and telegraph | 9, 082 | 10, 000 10, 000 
0600 Printing and reproduction Cs 941 | 0 | 11, 000 
0700 Contractual services, other_ . ee 6, 657 13, 500 29, 900 +-16, 400 
0800 Office supplies- _-- : | 48, 572 45, 000 | 60, 000 | +15, 000 
0920 Furniture and equipment_- ae | 2, 067 | 2, 500 10, 000 | +-7, 500 
1100 Grants, subsidies, contributions (Cc SR)_..} 0 0 62, 600 +-62, 600 
1310 Refunds, awards, indemnities—employee | | | 

suggestion aw ards... z | 460 0 0 
1330 Refunds, awards, indemnities—efficiency | 

awards 135 0 0 
1500 FICA es a nas aiid-eakiel 255 | 500 | 1, 000. 





Total cost___--- gig 1, 077, 022. | 1, 083, 500 1, 253, 000° +169, 500 
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The funds requested in this program for fiscal year 1958 are to provide for 
personal services, travel and other expenses of the Office of Assistant Adminis- 
trator for Construction in connection with direction of the design and construc- 
tion programs (including related activities pertaining to real property acquisi- 
tion, disposal and utilization as well as disaster planning, safety and fire pro- 
tection) for the Veterans’ Administration. 

Mr. Tomas. This is purely administrative costs. I don’t know any 
reason why we couldn’t combine this with construction money to save 
time. 

What is your employment? You have an increase of 5 in 1958, 
which gives you 154 employees against 149 for 1957, and 149 for 1956. 

You have fresh money for 1958 for all your construction programs 
in the neighborhood of $53 million. Is this administrative cost of 
$1,253,000 your entire administrative cost, Colonel? Or do you have 
some in some other areas that is not drawn together in this one table? 

Mr. Enear. This is purely administrative; yes, sir. 

Mr. Tuomas. But do you have any other administrative funds other 
than this $1,253,000 set out on page 9-9% Do you have any in any 
other accounts ? 

COST OF TECHNICAL SERVICES 


Mr. Enear. In the technical services fund, sir, on these construc- 
tion projects, we have administrative functions there. 

Mr. Tuomas. How much? 

Mr. Enear. In the planning. 

Mr. Baxer. They are not purely administrative. They are con- 
cerned with design and specifications for construction. 

Mr. THomas. How much does that amount to and where is it set 
out in the budget? That is for architects and engineers outside of 
your own shop. Is that the item you are referring to, Colonel ? 

Mr. Scuweicxartr. Mr. Chairman, the 154 people referred to in 
this first tabulation amounting to $1,253,000 for fiscal year 1958 is 
that part of the organization which represents the staff which renders 
technical staff advice to the VA for construction, design, safety, and 
fire protection, and for real estate procurement and management. It is 
this group which perform most of our operations for the development 
of programs, for submissions to the Bureau of the Budget, for prep- 
aration for appropriation hearings, and for that sort of thing. 

In connection with the development of the working drawings and 
for the supervision of construction, we have in the H. and DF, and 
the MAIR appropriations, percentages of those appropriations which 
are in addition to this. 

Those percentages, in the case of the new hospitals and the large 
projects, so-called bed-producing projects, and the major projects 
other than the bed-producing projects, are included in our submission 
at 514 percent for those which we develop with our own staff, and 9 
percent for those which are developed by private architect-engineers 
whom we employ to supplement our working force. 

In the case of the smaller projects 

Mr. Tuomas. Your own staff is not included, then, in this 154 
positions, is it? 

Mr. Scuwerckarr. Our supervisory staff is included in that. 
Purely administrative overhead staff is in this 154. 

Mr. Tuomas. That is properly charged under your big money for 
construction that we are going to take up, in a total of $53 million. 
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But for your own staff, you allocate 514 percent. How many people 
do you have? 

Mr, Garver. We have a total of 380 people, including field clerk- 
stenographers. 

Mr. Tuomas. You charge them to the project rather than to admin- 
istrative costs ? 

Mr. Garver. That is correct, sir. 

Mr. Tomas. What is their salary and other objects cost? 

Mr. Garver. All I have is the salary cost on those. 

Mr. Tuomas. What was the number of jobs—254? 

Mr. Garver. The total of the H. and DF. and MAIR only is 380. 
Of that, 50 of those are field eee eevee on ees. 

Mr. Tuomas. What is the total cost for the 380 now ? 

Mr. Garver. $2,574,850. 

Mr. Tuomas. You figure that costs you about 514 percent of your 
project cost. What is your dollar cost now for private architects 
and engineers, which you figure at 9 percent of the cost ? 

Mr. Garver. These same people, sir, would work on both—that 
is, they prepare the material. 

Mr. Tuomas. I know, but they are two separate groups. How much 
dollarwise are you paying the outsiders? oe own people cost you 
just about 45 percent of what you are paying the outsiders. 

Mr. ScuwercKkarr. I will try to answer that one. There is no 
dollar figure that we could identify which would represent the amount 
anticipated to be paid to the architects during the development of 
this particular program for this fiscal year. It would depend, of 
course, on the projects and the number of projects. 

Mr. Tuomas. Whatever the number of projects are and the cost 
of the projects, it is going to be 9 percent, isn’t it, plus 514 percent 
for your own people? 

Mr. Scuweickart. The 9 percent, Mr. Thomas, is the total cost we 
budget for technical services. It includes the work performed by our 
own people, and the reviewing of the plans and specifications 
developed 

Mr. Tuomas. Is the 9 percent inclusive of the 514 percent you are 
paying your own people, or is it in addition ? 

Mr. Scuwercxarr. The figure of 514 percent represents the total 
technical-service cost for jobs designed by VA staff, and constructed 
under our supervision. 

The 9 percent represents the work performed by our own people, 
plus the work done by the architect-engineers hired. 

Mr. Tuomas. Well, put it another way around, then. For 1958, 
the construction money in the two programs, in round figures, is $53 
million. Of that $53 million, 9 percent is for technical services for 
architects and engineers ? 

Mr. ScuwercKkart. Nine percent of that sum would not represent 
the actual amount for technical services, because on some of these jobs 
the percentage will be only 514 percent. So to take 9 percent of the 
$53 million would give you a larger figure than the amount which will 
be expended for technical services for that program. 

Part of it will be done by architect-engineers, and part of it done 
by VA staff personnel. 

Mr. Tuomas. Would a good round average be 714 percent, or 7? 

Mr. Scuwerckart. It might be; yes, sir. 
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Mr. Tuomas. And that cost is in addition to your regular adminis- 
trative cost of $1,253,000? That is the reason for all of that worry? 
Mr. Scuweickart. Yes, sir. 


COST OF OTHER OBJECTS 


Mr. Tuomas. Your salary cost is about $1,037,000, and you have 
about $216,000 here for other objects. The biggest item is perhaps 
office supplies, $60,000, an increase of $15,000 over last year. Furni- 
ture and equipment, $10,000, an increase of $7,500 over last year. 

What is the matter, Colonel? Is your furniture all wearing out in 
1 year here? 

Mr. Epcar. That is the new piece of equipment, sir, that is replac- 
ing an old piece. 

Mr. Garver. It is an ozalid print-master which they use to repro- 
duce plans and drawings. It has been overhauled 3 times in the last 
10 years, and it has to be replaced at a cost of $7,500. 

Mr. Tuomas. It is worth the money, isn’t it? 

Mr. Garver. It is a very fast reproduction process. 

Mr. Tuomas. I see you are doing business with Mr. Phil Young 
here for about $62,600. 

Mr. Epear. That is right, sir. 

Mr. THomas. What are these other contractual services where you 
have a $16,400 increase, to $29,900. What is that? 

Mr. Epvear. That is for services from our research department on 
checking and studying other materials, new materials. 

Mr. Tuomas. What kind of justification do you have? 

It is estimated that $29,000 will be required for other contractual services not 
elsewhere listed. 

Included in the object are funds provided for the VA share of 
$7,000 to assist in the work and financing of the Federal Construction 
Conneil for 1 year’s operation. 


FEDERAL CONSTRUCTION COUNCIL 


What is the Federal Construction Council # 

Mr. Epear. That is an organization, sir, which is all voluntary. 
It is made up of the agencies of the Government interested in doing 
construction. 

Mr. THomas. When was it organized? 

Mr. Epear. I would have to guess—about 3 or 4 years ago, sir. 

Mr. Tuomas. Where is it located ? 

Mr. Epcar. The National Academy of Sciences. The agencies pool 
their knowledge of different types of construction and what research 
work they have done on items of construction and materials and so 
forth, pool these ideas, and then where there are voids, they appoint a 
task force. 

Mr. Tuomas. How do you arrive at your contribution of $7,000? 
There is the Army, the Navy, the Marine Corps, the Air Force, the 
Bureau of Public Roads, National Advisory Committee on Aero- 
nautics. The VA is one of the big operators. 

Mr. Enear. One of the smallest contributors, sir. 
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Mr. Tuomas. How much money does the Council collect out of these 
agencies? If they collect $7,000 from you they must get $200,000 or 
$300,000. 

Mr. Evear. We have a statement, I believe, that the annual expense 
is in the neighborhood of $45,000, and the Corps of Engineers and 
Nav 

Mr. Tuomas. The Bureau of Yards and Docks? 

Mr. Enear. Yes; the Bureau of Yards and Docks. 

Mr. Tuomas, If you give them $7,000, the Corps of Engineers ought 
to give them 

Mr. Enear. About $15,000 or $20,000. 

Mr. Tuomas. No; at least 7 or 8 times that, 10 times that. 

Mr. Epear. Up until this $7,000 here, in the past 4 years, we have 
made no contribution, and we felt we should. 

Mr. Tuomas. You mean you are catching up ? 

Mr. Epear. The last year and this year are the first time. 

Mr. Tuomas. Maybe that might be reasonable. 

Mr. Enear. It is one of the lowest—AEC and ourselves, I believe 
are the lowest. 

Mr. Tuomas (reading) : 


Also included in this item are funds to cover the program for investigation 
and construction of materials. 


I thought the Council was doing that. 
And to simplify the maintenance and operation of VA hospitals. 


Mr. ScuwercKkart. These, Mr. Thomas, are specific items. This 
council, which you speak of, deals with broader studies. These are 
investigations of specific materials which we may want to have tested 
at the Bureau of Standards or in private laboratories or similar places. 

Mr. Tuomas. The Bureau of Standards is certainly doing all this 
work for the Government. They do it ona reimbursable basis, though. 
How much money are you spending with the Bureau of Standards? 

Mr. Scuweickart. The total amount in that fund is $10,000. 

Mr. Tuomas. How much did you spend with them in 1956? 

Mr. Scuwerckart. We would have to get that for you. We don’t 
have that figure. 

Mr. Tuomas. Do you have how much you have spent with them 
this year up to date? 

Mr. Encar. We can get that, sir. 

(The information requested is as follows:) 

No funds were spent for this program under Object 07 in fiscal year 1956 or in 
this year to date with the National Bureau of Standards for conducting tests on 
construction materials and equipment. It is anticipated that during fiscal year 
1958 the nature of our studies of construction materials, equipment, and tech- 
niques will make advisable the use of the National Bureau of Standards and 
other testing laboratories for the furtherance of our evaluations and for the 
completion of studies currently in progress. This would represent a modest 
expenditure for the objective of improving design and construction and toward 
reducing construction, maintenance, and operation costs at VA hospitals. 


Mr. Tuomas. How much are you going to contribute to the Federal 
group life insurance program? What is your cost there? 
Mr. Garver. $3,600. 
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Mr. Tuomas. Would you repeat ‘the ‘items that make up this 

$29,900—$3,000 for group insurance. You don’t know how much 
you are going to pay the Bureau of Standards. You have $7,000 for 
the Council. 

Mr. Scuwercxart. We have $10,000 in the item for the investiga- 
tion of construction materials. 

Mr. Tuomas. Does that go to the Bureau of Standards? 

Mr. ScuweiKart. Most of that, sir, will go to the Bureau, in all 
probability. Some of it may go to private laboratories located near 
some project where we may want to check some item, some materials. 
There is $10,000 in that item, $2,900 in the next one for repairs of 
furniture and equipment; $3,400 for reimbursable services to GSA 
involving electric outlets, and what have you; $3,000 for tokens to 
ride on a GSA bus back and forth to other Government agencies and 
offices. And the last item, $3,600 for the group insurance, making 
a total of $29,900. 

Mr. Tuomas. You add that up pretty rapidly there, Mr. Engineer. 

Mr. Scuwerkart. I had the advantage of you. I have it written 
down. 

Mr. Tuomas. What about your office supplies—sensitized paper, 
blueprint machine. 

Mr. Scuwerkart. Page 9-14, sir. 

Mr. THomas. What is this item: 

It is estimated that $1,000 will be required in 1958 to pay for the Government’s 
share of the FICA for those employees subject to social security. 

How many of those employees do you have? 

Mr. Epear. We will have to get that for you, sir. 

(The information requested is as follows :) 

It is estimated that there will be 12 employees in fiscal year 1958 under this 


program whose salaries will be subject to social security withholding tax and 
for which the Government will be obligated to pay its share under FICA. 


CONSTRUCTION PROGRAM 
Hosprrat AND Domicitiary FAcILITIES 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
1, New hospital construction Snctawae eae $6, 853, 321 $6, 013, 909 $1, 671, 308 
2. Hospital replacements... 7, 094, 672 3, 035, 000 41, 161, 000 
3. Rehabilitation and modernization of e xisting g hospiti als_ 11, 090, 254 18, 937, 010 15, 799, 982 
4, Initial portable equipment--.-........-..- mr 1, 146, 288 3, 036, 830 2, 360, 909 


26, 184,535 | 31, 022, 749 | 60, 993, 199 


Financing: | 
Unobligated balance brought forward_ | —85, 848, 801 —89, 664, 266 | —110, 276, 517 
Unobligated balance carried forward _-_.- sUaetiusstaneul eee “110, 276, 517 99, 283, 318 


Appropriation... .....--.--- x aes __..| 30,000,000 | 51,635,000 | 50,000, 000 


t 
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Obligations by objects 


VETERANS’ ADMINISTRATION 


Total number of permanent itions____._- 
Full-time equivalent of all other positions 

Average number of all employees. ---..........-.----. 
Number of employees at end of year. __..___- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade___- 


Personal services: 
Permanent itions---__-- 
Positions other than permanent... wtdaeil 
Regular pay above 52-week base. - 
Payment above basic rates. 


Total personal services 


Transportation of things............-- 

Communication services. --. 

Rents and utility services__. 

Other contractual services 

Supplies and materials 

Equipment 

Lands and structures 

Grants, subsidies, and contributions: 
retirement fund 

Refunds, awards, and indemnities 

Taxes and assessment 

Investments and loans 


Total, Veterans’ Administration 


Contribution to 


ALLOCATION TO CORPS OF ENGINEERS, DEPARTMENT OF THE 
ARMY 


Total number of permanent positions. 
Average number of all employees 
Number of employees at end of year 


Average salary and grades: 
General schedule grades: 
Average salary 
Average grade... .__- 


Personal services: 
Permanent positions. --_- Pasi lLse 
Regular pay above 52-week Wes ise 
Payment above basic rates_..............-...----- 


Total personal services 
Teenaperieiins of things. ih aes es wikia denibeeeneein aint cmaeae 
Communication services - ce 
Other contractual services. ____- 
Lands and structures. -._- 
Grants, subsidies, and contributions: ¢ 


retirement fund... _- 
Taxes and assessments_. 


Total, Corps of Engineers 
Total obligations 


1, 621, 474 


1957 estimate | 1958 estimate 


1956 actual 


GS-88 


$1, 571, 913 
40, = 


$1, 891, 500 
1, 343, 600 


$1, 891, 500 
1, 343, 600 
7, 2765 


3, 238, 600 | 
68,000 | 

5, 000 

10, 000 
10, 000 | 

1, 975, 000 

750, = 

3, 950, 000 

20, 911, 149 | 


i 
' 
| 129, 500 
rest Tae ooces «on ° 
5, 000 | 6, 000 


__ 30, 922, 749 


3, 245, 875 
68, 000 
5, 000 
10, 000 
10, 000 
3, 000, 000 
1, 000, 000 
3, 781, 300 
49, 478, 939 


41, 625 | 


973, 670 
51, 319 
1, 142, 509 


60, 733, 614 


60, 993, 199 


100, 000 Bi 2065, 585 


26, 184, 535 31, 022, 749 
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Budget authorizations, expenditures and balances 


1956 actual 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAJLABLE | 


Appropriation ; $30, 000,000 | $51, 635, 000 $50, 000, 009 
Balance brought forward: 
Unobligated 85, 848, 801 89, 664, 266 110, 276, 517 
Obligated sodeeembaedenitl - Tie 41, 667, 291 32, 021, 678 


Total budget authorizations available 152, 706, 065 182, 966, 557 192, 298, 195- 
| 


EXPENDITURES AND BALANCES 


Expenditures— | 
Out of current authorizations. ..........._.- ’ 21. 374, 508 i 2, 321, 700 1, 338, 941 
Out of prior authorizations._......_._... ; pore, OO lL 38, 346, 662 32, 417, 390 


Total expenditures__............--..-. pital 21, 374, 508 40, 668, 362 33, 756, 331 
Balance carried forward: 
Unobligated ‘ iesdieaital 89, 664, 266 110, 276, 517 99, 283, 318 
SNROOG eas Al, ob ck onicdiadbdmacnd proses 41, 667, 291 32, 021, 678 


‘Total expenditures and balances... __---. dt il | 152, 706,065 | 182, 966, 557 192, 298, 195 





Mason Aurerstions, IMPROVEMENTS AND Repairs 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: | 
1. Hospitals and domiciliary facilities $3, 351, 159 $4, 612, 457 $2, 727, 297 
2. Regional offices and supply depots 232, 540 | 330, 708 43, 310 


Total obligations 3, 683, 699 4, 943, 165 2, 770, 607 
Financing: | | 
Unobligated balance brought forward —3, 887,341 | —4, 103,642 | —3, 603,477 
Unobligated balance carried forward 4, 103, 642 | 3, 693, 477 3. 176, 870 


Appropriation 3, 900, 000 | 4, 533, 000 2, 254, 000 
| 


Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


Total number of permanent positions_........................ } 
Full-ti.ne equivalent of all other positions 

Average number of all employees_--...............--- oeamansAe 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
ETS WOT istic bnogiietcoodeoedbisdevent 
Positions other than permanent 
Regular pay above 52-week base__............--...--.-] 
"s Oees Dereetns BUY VIGNE. oon So. cnet osteotas 
Travel 
Transportation of things..:.....00.4......-5255-ceus nes dew 
ee aa rt | 
Rents and utility services 
Other contractual services 
Supplies and materials. ._.-_-.- dl led cates ody Seiad dns oni Sika RD 
Equipment 
Lands and structures 
Grants, subsidies, and contributions: 
Contribution to retirement fund__........-- wing Orden 
Refunds, awards, and indemnities............-- asthnaidhiedl | 
Taxes and assessments : 


Total obligations 
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- Budget authorizations, ewpenditures and balances 





















1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 








ee ee ee esccccccsaseroncee $3, 900,000 | $4, 533, 000 $2, 254, 000 
Balance brought forward: 
alae ES I Sr a esesscsaseweresvas 3, 887, 341 4, 103, 642 3, 693, 477 
I en CE eo oe cc doc ctediis Seen gadbstcetscscncssce 2, 857, 323 2, 095, 452 1, 480, 774 
Total budget authorizations available ..............-.-- 10, 644, 664 10, 732, 094 7, 428, 251 





EXPENDITURES AND BALANCES 












Expenditures— 
Out of current authorizations. -.........................-- } 4, 445, 570 616, 600 200, 000 
Out of prior authorizations..........................-.---- mbes: { 4, 941, 243 2, 621, 580 
Pen UC FS ne ccctcccccnckecdee 4, 445, 570 5, 557, 843 2, 821, 580 
Balance carried forward: 
Unobligated __.._..-. i ee ode cc cececdccnweskad 4, 103, 642 3, 693, 477 3, 176, 876 
RI share Se ae a cebcsnlcewsdetencccedeniansnsd 2, 095, 452 1, 480, 774 1, 429, 801 


Total expenditures and balances....................--- ~~ 10, 644, 664 | 10, 732, 094 | 7, 428, 251 


Mr. Tuomas. Mr. Reporter, if you will be good enough to include 
pages 13-1 and 13-2, and the tables on 13-3, page 13-4, and the 
table on 13-5. 

(The material referred to is as follows :) 





Veterans’ Administration’s construction program 


RESINS TEE EI 


Total net “Hospital and Domiciliary Facilities” and “Major 
Alterations, Improvements and Repairs” Appropriations 




























Net hospital and domiciliary facilities request___.__.___--_--__---- 
ai Net major alterations, improvements and repairs requests_____---- 2, 254, 000 


The hospital and domiciliary facilities appropriations provides, subject to 

approval of the President, for construction of the new hospital and domiciliary 

i facilities, replacement of exsting hospitals including acquisition of sites, con- 

He version of existing facilities to meet changes in the nature of the patient load, 

major rehabilitation and modernization of existing facilities estimated to cost 

in excess of $250,000 per project and for fixed and initial portable equipment 
required for such projects. 

The “Major alterations, improvements, and repairs” appropriation provides 
for major alterations, improvements, and repairs to hospitals and domiciliary 
facilities, regional offices, and supply depots where the estimated cost of a 
project does not exceed $250,000. Projects included in this appropriation request 
are approved by the President in the course of the budget process, thereby elimi- 
nating the necessity for Presidential approval after appropriation of funds (as 
is required under the “Hospital and domiciliary facilities’ appropriation). 


1. 1958 appropriation request 

The hospital and domiciliary facilities (‘““Hospital and domiciliary facilities” ) 
appropriation request for 1958 in the amount of $50 million covers the minimum 
estimated net additional funds needed for construction and initial portable equip- 
ment for the hospital replacement projects proposed for Jackson, Miss., and 
Nashville, Tenn., and technical services for the replacement project proposed 
for Wood, Wis. This request also includes construction, technical services and 
initial portable equipment requirements for projects proposed in the 1958 reha- 
bilitation and modernization program. Initial portable equipments costs are 
included in the respective project estimates except for the request for Wood, 
Wis. which is for technical services only. 

The major alterations, improvements and repairs (“Major alterations, im- 
provements, and repairs’) appropriation request of $2,254,000 for 1958 repre- 
sents estimated net additional fund requirements for 12 major alteration, im- 
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provement, and repair projects and 2 overall programs (Administrator’s dis- 
cretionary funds and the next phase of the interim patients protection program). 
The funds requested are for some of the most urgently needed non-bed-producing 
projects for the medical care of patients, safety of patients and employees, and 
the preservation of existing structures at hospital and domiciliary facilities, re- 
gional offices, and supply depots. 


Net new funds requested for 1958 


Total net “Hospital and domiciliary facilities” and “Major altera- 
tions, improvements, and repairs” appropriations request 


Net “Hospital and domiciliary facilities” appropriation request. __ 


1. Reductions from prior years appropriations 
2. Total 1958 “Hospital and domiciliary facilities” programs 
(items (a)+(b) 50, 373, 000 


(a) Hospital replacements 24, 120, 000 


Jackson, Miss.: 500 G. M. and S. beds and RO___ 11, 558, 000 
Nashville, Tenn.: 500 G. M. and S. beds and RO__ 10, 453, 000 
Wood, Wis.: 1,250 G. M. and 8S. beds, technical 

services only 2, 109, 000 


(b) Rehabilitation and modernization, 1958 program___ 26, 253, 000 


Net “Major alterations, improvements, and repairs” appropriation 


1. Reductions from prior years appropriations 
2. 1958 “Major alterations, improvements, and repairs” pro- 
2, 515, 400 


(a) Replacement program.—The long-range hospital replacement program, 
which has been approved by the President, subject to availability of funds, covers 
some of the most urgently needed replacements of Veterans’ Administration hous- 
pitals which consist of temporary, obsolete, or hazardous structures. It is pro- 
posed to replace such hospitals over a period of several years. Funds requested 
for 1958 cover the estimated minimum requirements for construction and initial 
portable equipment for replacement of Jackson, Miss., and Nashville, Tenn., 
hospitals. Although every effort will be made to provide adequate hospitals at 
these locations, as economically as possible, it should be noted that increasing 
building costs and rapid developments in medical techniques may make it im- 
possible to replace these hospitals with funds requested. In such case additional 
funds may be required at some future date. This request also includes estimated 
requirements for technical services for the Wood, Wis., replacement project. 
Construction and initial portable equipment funds for the Wood project will be 
included in a future budget request. 

(b) Rehabilitation and modernization.—This program covers rehabilitation 
and modernization projects proposed for existing hospitals which are estimated 
to cost in excess of $250,000 per project. Funds in the amount of $26,253,000 
requested for the 1958 program cover the most urgently needed projects of this 
type. A list of the proposed projects, their descriptions and cost estimates in- 
cluded in this request are shown on pages 13-7 and 13-8. 

(c) Major alterations, improvements, and repairs.—A list of the proposed 
projects, included in this request, their descriptions and costs estimates are 
shown on page 13-12. 


2. Analysis of appropriation requireemnts for 1958 and financial status 


A summary of appropriation requirements, actual and estimated obligations 
and expenditures is shown on page 13-3. 
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8. Progress on the construction programs 

(a) New hospital construction.—The hospital-construction program authorized 
in 1947 and subsequent years consists of 77 projects to provide approximately 
38,040 beds and 12 projects for conversion of beds at existing hospitals. As of 
June 80, 1956, major general-construction contracts had been completed on 71 new 
hospital and 11 conversion projects. Construction was underway on two projects, 
Houston, Tex., and Topeka, Kans., which are scheduled to be completed in 1957 
and 1958, respectively. This leaves 4 new hospitals to be put under construction, 
i. e., Cleveland, Ohio, 800-bed general medical and surgical; Cleveland, Ohio, 
1,000-bed neuropsychiatric; San Francisco Bay area, California, 1,000-bed neuro- 
psychiatric ; and Washington, D. C., 500-bed general medical and surgical. Design 
is underway on Cleveland, Ohio (neuropsychiatric), and San Francisco Bay area, 
California, hospitals. Preliminary plans are being developed for the Cleveland 
general medical and surgical and the Washington, D. C., hospitals. 

(b) Hospital replacements.—This is a long-range program to replace tem- 
porary, obsolete, or hazardous hospitals. The President has approved a program 
of 8 hospitals to be replaced over a period of 6 to 8 years. As of June 30, 1956, 
construction was underway on phase I of the Long Beach, Calif., replacement. 
Start of construction on phase I of the Downey, Ill, replacement is scheduled 
for 1958. The start of design for Jackson, Miss., Nashville, Tenn., and Oakland, 
Calif., replacements is scheduled in 1957, and the Wood, Wis., replacement in 
1958. The start of design for the Memphis, Tenn., and Temple, Tex., replace- 
ments is scheduled after 1958. 

(c) Rehabilitation and modernization of existing hospitals.—This program, 
undertaken in 1953, provides for major rehabilitation and modernization of 
structures and other facilities required to bring selected portions of certain old 
hospitals, insofar as possible, up to the standards of the new hospitals. This 
program consists of 117 projects, including the proposed 1958 rehabilitation and 
modernization program. As of June 30, 1956, construction of 27 of these projects 
was completed and 29 projects were under construction. The balance of the 
program, 61 projects, is scheduled to be put under construction as follows: 18 
projects in 1957, 16 projects in 1958, and 27 projects after 1958. Lists of these 
projects by fiscal-year programs showing the years in which they are scheduled 
to be placed under construction are shown on pages 13-6 through 13-8. 

(ad) Major alterations, improvements, and repairs.—This program, undertaken 
in 1953, provides for major alterations, improvements, and repairs to clinical, 
hospital, domiciliary, regional office, and supply depot facilities. This program 
consists of 332 projects, including the proposed 1958 major alterations, improve- 
ments, and repairs program. As of June 30, 1956, construction on 139 projects 
was completed, and 95 projects were under construction. The balance of the pro- 
gram, 98 projects, is scheduled to be put under construction as follows : 59 projects 
in 1957, 25 projects in 1958, and 14 projects after 1958. Lists of these projects by 
fiscal-year programs showing the year in which they are scheduled to be placed 
under construction are shown on pages 13-9 through 13-12. 
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SUMMARY OF APPROPRIATION REQUEST 


Mr. Tuomas. I notice your total hospital appropriation request for 
construction is $52,254,000. For hospital and domiciliary facilities 
you have a round figure of $50 million. Then for major alteration and 
improvement and repairs—that is over $250,000 for each project? 

Mr. Baker. Under $250,000 for each project. 

Mr. Tuomas. Yes; under $250,000. It is $2,254,000, giving a grand 
total of $52,254,000. 

ROUTINE REPAIR PROGRAM 


Isn’t there a small amount of money in here for ordinary routime 
repairs? How much is in here for that ? 

r. Evcar. That is in the medical program, sir. 

Mr. Tuomas. That is inpatient care? What is the amount of 
money in it ? 

Mr. Ketsry. Do you have a figure on maintenance for the inpatient 
care program ¢ 

Mr. Scuoren. I will give it to you ina minute, sir. 

In the hospital program total for 1958, $34 million—— 

Mr. Troomas. Whereabouts is that located ? 

Mr. Scuoren. That is on 10-34. The item that says “Engineering, 
Maintenance, and Replacement, $34,659,000.” 

Mr. Tuomas. Where do you set it up ? 

Mr. Scrorn. Down there under “Maintenance and repair of plant 
facilities.” “M. and R. of plant facilities.” Down there'is says “M. 
and R, total.” 

Mr. Tuomas. How much is it ; $34,659,000 ? 

Mr. Scuoen. That’s right, sir. 

Mr. Tuomas. Against $34,496,000 ? 

Mr. Scuoen. That’s right, sir. 

Mr. Tuomas. An increase of $163,000. This is one unde? your 
“Other objects” table for inpatient care, and this is one item—where 
isit? Properly under 07, or what? 

Mr. Scuoen. No, sir; this is the cost of maintenance that is per- 
formed either by contract or by personnel on the staff of the VA, like 
painters, plumbers, electricians. 

Mr. Tuomas. I understand that. It is all.station personnel. 

Mr. Scnorn. That’s right, or in some cases contract. ‘It is not 
broken out by objects for this activity. 

Mr. Tuomas. How much jurisdiction does Colonel Edgar’s crowd 
have over this item ? 

Mr. Scuoren. They provide the policy aspect. I think Colonel 
Edgar would probably be—— 

Mr. Epear. And only technical service where it is required, sir, 

Mr. Tuo. is. Is this properly your jurisdiction, or is it the station 
manager’s jurisdiction ? 

Mr. Epear. The station manager, he is responsible for the main- 
tenance of his plant. 

Mr. Tuom i Asa matter of fact, this $34 million is not your fands? 

Mr. Epear. No, sir. 

Mr. Tuomas. This is medical money, anyway. It is not appro- 
priated to construction. 

Mr. Epvear. That’s correct, sir. 
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Mr. Tuomas. But in truth and in fact it is a maintenance job done 
by the station manager ? 

Mr. Scuoen. That’s right. 

Mr. Tuomas. So for all practical purposes this $52 million is your 
construction money for 1958; is that right, Colonel ? 

Mr. Epear. Correct; yes, sir. 

Mr. Tuomas. Let’s look at some of the projects. What is your carry- 
over from last year? Where is that comparison? 

Mr. Enear. On page 13-2. 

Mr. Tuomas. How much did you have for that purpose last year? 
How much did you have for the major program for last year? 

Mr. Baxer. We had appropriated, Mr. Chairman, $56,168,000. 

Mr. Tuomas. $56 million? How much was appropriated to the 
lesser program ? 

Mr. Baxer. $4,533,000 for major alterations, improvements, and 
repairs. 

r. THomas. Was it a total of $60 million? 

Mr. Baxer. The two appropriations were $56,168,000. 

“4 Tuomas. It was around $51 million or $52 million then last 
year 

Mr. Baxer. $51,635,000 for hospital and domicilary facilities. 

Mr. Tuomas: Where is the table showing the status of last year’s 
Py? pen for this purpose? Is it on page 13-3? 

r. Garver. It covers different portions of tables 13-6 through to 

the end. It is scattered around on different parts from 13-5 on. 

The small part that you ask about starts at page 13-11, about the 
middle of the page, and carries on to 13-12. That is the MATR 
program, the $4,533,000. 


Hosprrat AND Domiciniary FAcILItTrIes 


Mr. Tuomas. For this year’s program: 


Start of construction on phase I of Downey, Lll., replacement is scheduled for 
1958. Start of design for Jackson, Miss., Nashville, Tenn., and Oakland, Calif., 
replacements as scheduled in 1957, and the Wood, Wis., replacement in 1958. 


HOSPITAL REPLACEMENT PROGRAM 


You have three big projects for 1958. What are they ? 

Mr. Epear. What page are you reading from, sir? 

Mr. Tuomas. Page 13-4, Hospital replacements. You have three 
big projects scheduled for 1958. What are they? 

r. Enear. Jackson, Nashville, and technical services for Wood. 

Mr. Tuomas. What is going to be the ultimate cost to complete 
these three projects ? 

Mr. Epear. Our request for Jackson, Miss., $11,500,000-——— 

Mr. Tuomas. Where is that set out on this table ? 

What is the total cost ? 

Mr. Garver. $12,730,000. 

Mr. TuHomas. How much did you have for it last year? 

Mr. Garver. $1,172,000, as we are asking for an additional 
$11,558,000. 

Mr. Tuomas. It is in this year’s budget then ? 

Mr. Garver. Correct. 
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Mr. Tuomas. All right, wrap that one up. 

What is the rest of the $50 million for in this year’s budget? 

Mr. Garver. The second one is Nashville, which is two lines below 
that. 

Mr. Tuomas. That is a 500-bed G. M. and S. hospital. Jackson was 
a 500-bed G. M. and 8. 

Mr. Garver. We had available $1,500,000, and we are asking for 
$10,453,000, which makes a total of $11,953,000. 

Mr. Tuomas. That wraps it up, total construction cost and every- 
thing. 

Mr. Epear. That is correct, sir. 

Mr. Scuwetckart. The entire cost, if the bids are favorable. There 
is a qualification in our presentation which indicates, we think, with 
the best information available now, the cost is believed to represent the 
total cost, including the site, the technical services, the construction 
cost, and the initial portable equipment. 

If the cost index keeps climbing as it has been for several years, it 
may be necessary for us to supplement the figure. 

(Discussion off the record.) 

Mr. Tuomas. What is the third ohe? 

Mr. Garver. Wood, Wis. We are asking for $2,109,000 for tech- 
nical services for a 1,250-bed, G. M. and S. hospital. 

Mr. Tuomas. That is a big one; isn’t it? What is there now? 

Mr. Epear. Wood, Wis., is a rather old hospital, sir. The program 
is to— 

Mr. Tuomas. How many beds are there now ? 

Dr. Wotrorp. 1,275 hospital beds. 

Mr. THomas. What is it, an Army installation ? 

Dr. Wotrorp. It isan old domiciliary home. 

It is a center with a hospital. 

Mr. Tuomas. Wasn’t it an old Army installation ? 

Dr. Mippteron. No, sir. 

Mr. Tuomas. It has been a veterans’ installation all the time? 

Dr. Wotrorp. It is one of the old homes. 

Mr. Tuomas. What big town is it close to? 

Dr. Mippteron. Milwaukee. 

Mr. Tuomas. How far out ? 

Mr. Evear. About 5 miles at the most. 

Dr. Mipp.eron. It is within the limits, just at the edge. 

Mr. Tuomas. You already own the land and everything? 

Mr. Epaar. Yes, sir. . 

Mr. Tuomas. What are you going to have,G. M. and S? You are 
not going to have any domiciliary beds there, or any NP beds, or any- 
thing else? 

Dr. Wotrorp. Yes, sir. We have a large domiciliary unit there, 
too, sir. 

Mr. Toomas. You are going to maintain that? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. In these new hospitals at Jackson and Nashville, are 
you going to have any NP beds? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. It is just listed here asGM and 8S. 

Dr. Wo trorp. We have a complement in each one of our general 
medical and surgical hospitals of about 170 NP beds. 
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Mr. Tuomas. That takes care of how much of your $50 million this 
year ? 
Mr. Garver. $24,120,000. 


REHABILITATION AND MODERNIZATION PROGRAM FOR 1958 


Mr. Tuomas. What are you going to do with the rest of it? 

Mr. Garver. There is $26,253,000 for the rehabilitation and moderni- 
zation program. 

Mr. Tuomas. That is for projects over $250,000 ? 

Mr. Garver. Over $250,000 for each project. 

Mr. Tuomas. Where are those projects set out ? 

Mr. Garver. Those projects are listed, starting on page 13-7. A 
complete list starts near the bottom of the page. 

Mr. Tuomas, This is the 1958 rehabilitation program ? 

Mr. Garver. That’s correct. 

Mr. Tuomas. Bedford, Mass. ? 

Mr. Garver. Biloxi, Miss. 

Mr. Tuomas. The Administrator in his statement gave some in- 
formation on last year’s funds. - What is the status of last year’s 
funds, the $50 million? 

Mr. Baxer. Mr. Chairman, of course this is a continuing appro- 
priation. 

Mr. Tuomas. I understand, This is a no-year fund. That is the 
way it ought to be. 


1957 REHABILITATION AND MODERNIZATION PROGRAM 


Mr. Scuwerckart. On page 13-7, Mr. Thomas, referring to the 1957 
rehabilitation and modernization 

Mr. Tuomas. At the middle of page 13-7. Is that your best table? 

Mr. ScuwercKart. That is the one which indicates the amounts of 
funds available for those projects, and shows in the columns to the 
right of that the status of the work with respect to schedule. 

Mr. Tuomas. That is what I am looking for. Read them off. 

Mr. ScuwercKkart. The first one is Battle Creek, Mich., $720,000, 
scheduled to start construction in fiscal year 1958. The next one is 
Bedford, Mass. 

Mr. Tuomas, Excuse me. 

Mr. Scuwerickart. Most of them are in 1958. One of them in 
1957. 

Mr. Tuomas. What is that, about 30 projects here? 

Mr. Garver. Twenty-four. 

Mr. Tuomas. I can’t squeeze any more out of it. You are bound 
to be right. 

Mr. Reporter, insert this table. 

(The document referred to is as follows :) 








99 
¢ 6ST 
029 
6 IFL % 
0 ‘022 








9 ‘818 ‘OI | 0009 


(01) (6) 


REG IBOA | 206] 1BOA 
[BOS J [BOST J 


I 698 ZI 
(11) 


srvoh 
einjgng 


—U] 31878 04 pornpeyog 


‘og ouns 


(8) (2) 


9C6I Ivo 
[vosg 
Zuyimp 
pojofd 
-Ul0D 


4soo 
poyeur 

“180 
[8j0L 


9S61 


jose 
pezI8yS 


(SI¥[[Op PuRsTioY}) SNyw}s UO}jON.SsUOD 


L961 

aeoh 

[vosy 
ysnoiq3 


8c6I 
avod 


[eosy Uy 


paljnbey lopqeyea 


(siv[Jop puesnogy) 
uopjetidoiddy 


“ssuT pring 
1104S. fs OFI}VIJ9 FBATOD 
’ pedeyo 
Arpune’yT 0) uoTIppy 
“Arpune’y 0) wonIppy 
*1Op}tivo 
Suyyoouu0 ‘ueYoIIy pus [fey Zuluip mM 
---"7 oseyd ‘ueasoid WoPEzTUIOpOyy 
; ~“@OT A108 Avy poz][e1j} Ue00q 
~--19d8U 0 
esuyd ‘uresZ01d uoyeztuiepoyy 
esvyd ‘uresgo0id uoyezTmiepoyy 
“miesZ0Id UOTPVZTMIEpopy 
eseyd ‘ureis0id WoTEz I UIEpo yy 
“SOIF1119N azfUepour pus SI9fI0q g eou[dey 
' “IJ oseqd ‘urers01d uopezTUIE poy 
*u191SAS 


G ‘S10;Be A9[9 908 Ide : 


UOTINGTAYSTP [113098 PUB SIOIVAVIO Z O08 [dey 
~“] oseqd ‘ureis01d WOTyEzTWINpoyy 

II eseyd ‘ureido0id WOT}VZTUIEPO]T 
* ----"-Surpying Jeyveq] Ao N 


— _ 118 eseyd ‘ureis01d UOTZezZTLIepOyy 
7 surprng DTUIP BS}OIOX9 oTNedesey,L, 
~--"jadey 9 

“AL osvyd ‘ureasoid woreztusepoyy 

I] esvyd ‘ureis01d UctBzTUIEpo yy 

~~ Zulpfing oyuTp esfo10xe dppNedvs9y,T, 





$300 
-ford 


jo 10q 
-mInN 


wor dt10sep 
qoofoid puv WOP}ROyTUEp] WLvIZ0Ig 


“-" “SEMA {p00 AA 

“8d ‘O18 -SONTTM 
"=" "XOL ‘O08 M 
“"--ery “Bsoo[vosn,], 


~---"-“ST A ‘QBUIOT, 
“BQ “PuLlyod 

ae “O “N ‘00010 
“---ssnyy ‘WO,dUIey}ION 
“ue, |, ‘O10qseoI.IN 
uuey, ‘emo uByUNOW; 
% ~-xo,L, ‘AoUUTSOPY 
: “Bld ‘ATID O4B'T 
“xO ‘a ALIey 
~~---"“B A “CBI qUsNOOVy 


~-7 oo" "*"Ty “soup A 
“pW ‘prwamoy 1107 
ofgo ‘uoyAR 

Il ‘omraueq 

O *§ ‘BiquIn[oD 
“-O1go “eq OoTTTGO 
“-"" 4 "Ny ‘a Apqooig 
. “A ‘'N ‘xuoig 
“sseyy ‘pl0ypog 
(PIT “AIH 937" 


“*UIBiZ01d WOT} BZ]UJOpOU Pus 
uoHeFTGeyel Le6T “{8IOL 


(D 


1013800] 


9961 ‘0g eung fo sv szaloid pun swp.bosd fo snjnjs ‘uonnridosddn sarppovf havipormop pub popdsozy 





328 


Mr. Tuomas. When will these projects get underway, most of them? 

Mr. Epear. In the next column to the right, it says construction 
status, sir. 

Mr. Tuomas. I am talking generally now. You are pretty specific 
here, except where you use one column for future years and I don’t 
know what you mean by that. 

When are you going to get them started ? 

Mr. Epnear. The 1957 program, probably some of them will start im- 
mediately, but by the time we get the sketches through the Bureau of 
the Budget, it is 12, 16, or 18 months. : 

Mr. Tuomas. It is at least an 18-month job, isn’t it, by the time you 
get the project in shape to go, it takes just about as much time to con- 
struct it, doesn’t it? 

Mr. Enear. That’s right. 

Mr. Tuomas. Is it safe to say that you will really get these projects 
going in the calendar year 1958, and some of them at the tail end of 
1957, and some of them will spill over to 1959 really before you get 
them under construction? 

Mr. Epear. Yes, sir, because there are some problems. 

Mr. Tuomas. How does your money check up for 1957? 

Mr. Scuwerckart. We hope to have about half of it under construc- 
tion by the end of the fiscal year 1958. The balance will be subsequent 
to that. 

Mr. Tuomas. To carry on the program of these 24 projects, how is 
your money going to hold out? I will put it like that. You have 
what—around $56 million for this purpose, is that right? For the 24 
we are talking about now, how is your money going to hold out ? 

Mr. ScuwerKart. About $24 million for that particular group. 

Mr. THomas. So you have more money than you need for this par- 
ticular group ? 

Mr. ScuwerKart. No, sir. 

Mr. Tuomas. You have $52 million for it. 

Mr. Baxer. Plus the money we had appropriated. 

Mr. Tuomas. That is what I am talking about. You got that last 
year and you said it is going to cost you $24 million to carry on your 
other program. 

Mr. Baxer. There were other projects last year in addition to these. 

Mr. Tuomas. Whereabouts are they ¢ 

Mr. Garver. The other projects that were in the new hospital and 
replacement category totaled $27.1 million. 

r. Tuomas. Whereabouts are these listed now ? 

Mr. Garver. The 24 we have in the modernization program are sort 
of an intermediate group. They are larger than the MAIR project on 
which the ceiling is $250,000, and they are smaller than these major 
agg ee of hospitals. 

Mr. Tuomas. These are the in-between projects and every one of 
them will cost you in excess of $250,000 each ? 

Mr. Garver. Thats right. 

Mr. Tuomas. They run up to 3, 4, and 5 million dollars, some of 
them. They are going to cost you $24 million and you have about 
$26 million left. What are you going to do with that? 

Mr. Epear. We asked for technical services for Cleveland, Ohio—— 

Mr. Tuomas. You have got a table setting it out, Colonel. Put your 
finger on it right quick. 
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Mr. Garver. The particular table does not set that out because—— 

Mr. Tuomas. You mean it is in the narrative ? 

Mr. Garver. No. If you want just the amount that was made avail- 
able last year, it is not set out anywhere, because that is cumulative 
with amounts that were previously made available. 

Mr. Tuomas. What is going to be the nature and the classification 
of your work? Where are you going to spend that $26 million ? 

Mr. Garver. Of the $27.1 million: 1.1 of it is for Cleveland, Ohio; 
800 G. M. and S. technical services ; $21.2 million of it was for Downey, 
Til. 

Mr. Tuomas. Where are you reading that? 

Mr. Garver. It is a special tabulation I have made up here. It 
doesn’t show up in that one. 

Mr. Tuomas. Go ahead. 

Mr. Garver. That covered the construction and initial portable 
equipment for Downey; $1.2 million is for Jackson, Miss., technical 
services; Oakland, Calif., was $1 million for technical services. 

Mr. Tuomas. What do you mean by “technical services” ¢ 

Mr. Epear. That is developing the working drawings, specifica- 
tions, and plans, sir. Then we will ask in the following year for the 
construction money. 

Mr. Tuomas. In other words, you are getting these ready to move 
forward. When are you going to come in here for the money for these 
projects? There are two of them in here this year. When are you 
going to come in with the rest of them ? 

Mr. Epear. Two this year, and the balance in 1959, 1960. 

Mr. Tuomas. This is a part of that 18-month delay that you are 


going through with now, isn’t it? I am just trying to get this 
record so we can all understand it. Go ahead. 

Mr. Garver. Those figures I have read total to $27.1 million; in- 
ctpding $1 Le for Washington, D. C., technical services. 


Mr. Tuomas. How many of those projects are there ¢ 

Mr. Garver. Six projects, sir. 

Mr. Tuomas. When you get those projects completed, how much 
money over and above that $26 million are you going to need to get 
that job done? You can come within 5, 6, or 7 percent of it. Just 
give us a horseback opinion. 

Mr. Garver. I can give you a guess, project by project. Our guess 
for Cleveland, 800 GM and S beds, $23.3 million. 

I would guess for Oakland, $14.9 million. I would guess for Wash- 
ington, D. C., $18.7 million. Those are the three major ones. 

Mr. THomas. Get the rest of them. Does anybody want to add that 
up for us? 

Mr. Garver. We have already asked for money this year for Jack- 
son, Miss. 

Mr. Tuomas. We have already accounted for two of those. 

Mr. Garver, I think I have accounted for all of them then. 

Mr. Tuomas. What is the total number now? 

Mr. Garver. Did you want Wood added? That was not in last 
year’s money. 

Mr. Tuomas. No, Wood is in this year’s money. 

Mr. Garver. Do you want it added in? 

Mr. Tuomas. You are taking care of Wood this year? 

Mr. Epear. Technical services. 
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Mr. Garver. Technical services only. 

Mr. Tuomas. You are right. The big money for Wood is yet to 
come. 

Mr. Garver. Do you want Wood in the figure I am to give you? 

Mr. Tuomas. Yes. That is big money. That is $75 million or $80 
million by the time you get through with it, for next year. 

Mr. Garver. It will be approximately $55 million for those four. 

Mr. Hicitey. Not including Wood, though. 

Mr. Garver. Excuse me. It would be approximately $80 million, 
including Wood. 

Mr. Tuomas. Mr. Administrator, what has been the figure we have 
been using on this program to bring the entire establishment up to 
reasonably good order and good shape? 

(Discussion off the record.) 


THEATER CONSTRUCTION 


Mr. Jonas. Do you consider building theaters part of the modern- 
ization program ? 

Mr. Hiaiey. If that is what is needed at some places, yes, sir. 

Mr. Jonas. I thought many theaters in the country were closing. 
How do you justify spending this money to build a theater at Dayton? 

Mr. Hictxy. Will you answer that, Dr. Wolford ? 

Dr. Wotrorp. That, sir, is an auditorium for recreational use. Day- 
ton is a domiciliary unit having a large number of domiciliary mem- 
bers and a very large hospital, around about 900 beds. 

Mr. Jonas. How big a theater is it? 

Dr. Wotrorp. Dayton will seat about 750. 

Mr. Jonas. How many permanent inmates do you have in that 
domiciliary ? 

Dr. Worrorp. About 3,000. 

Mr. Scuoren. About 1,900 in the domiciliaries and the rest in the 
hospital. 

Mr. Jonas. What kind of a hospital? 

Dr. Wotrorp. General medical and surgical and also tuberculosis 
hospital. 

Mr. Jonas. I see you have a modernization program for the TB 
hospital at Dayton. I thought you were closing TB hospitals. 

Dr. Woxrorp. That is being held in abeyance, sir. That money 
hasn’t been expended. It is being deferred for future study, sir. 

Mr. Jonas. iieiens you are getting ready to close some of your 
TB units. 

Dr. WorForp. That’s right, sir. 

Mr. Jonas. What about the theater at Danville? 

Dr. Wotrorp. That is an NP hospital. 

Mr. Jonas. That is part of their therapeutic treatment? 

Dr. Wotrorp. Yes, sir. 

Mr. Jonas. Have you experimented with television ? 

Dr. Woxrorp. Yes, sir. 

Mr. Jonas. You use this theater building for other than moving 
pictures? 

Dr. Worrorp. They have motion pictures. In these theater build- 
ing we also have recreational areas. 
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LAUNDRY PROJECTS 


Mr. Jonas. What about your program to expand laundries? Have 
you completed that study you were making several years ago to see 
whether it wouldn’t be more economical to use commercial laundries? 

Dr. Wotrorp. We go out and get bids, sir, in every location, before 
we finally decide on establishing a laundry. 

Mr. Jonas. You want to add the one at seg N. J. 

Dr. Wotrorb. That is an NP hospital, sir, and, of course, our policy 
there is to build laundries, because of the therapeutic value to the 
patients; a certain number of them are assigned to work in the 
Jaundry as a rehabilitation project. 

Dr, Jonas. What. about Northampton, Mass, 

Dr. Wotrorp. That again is an NP hospital, sir. 

Mr. Jonas. You mean you’re building these laundries in order 
to have some work for the patients to do? 

Dr. Wotrorp. We build them, of course, for laundering; but we 
retain our laundries at the NP hospitals, particularly. Our principal 
reason is for the therapeutic results. ; 

Mr. Jonas. What about at Waco, Tex. ? 

Dr. Wotrorp. That again is an NP hospital, sir. 


CHAPELS 


Mr. Jonas. What is this at Wilkes-Barre, Pa.—you are building a 
chapel there ? 

Dr. Worrorp. That is in the appropriation for last year. 

Mr. Jonas. You have some in this year for it. 

Dr. Wotrorp. That is the money for it this year, sir. 

Mr. Jonas. You have it in 1958. 

Dr. Wotrorp. It is to be spent in 1958. I think that column you 
are reading there is when it is to be constructed. , 

Mr. Jonas, Is it a new chapel? 

Dr. Wotrorp. Yes, sir. 

Mr. Jonas. What kind of hospital? 

Dr. Wotrorp. That is a general medical and surgical hospital. 

Mr. Jonas. Have you never had a chapel there ? 

Dr. Wotrorp. We have just a makeshift there. That was in the 
legislation last year. We were asked to build a chapel there by the 
Appropriations Committee. 

Mr. Jonas. What is the total cost ? 

Dr. Wotrorp. That is plus the technical services? 

Mr. Jonas. Is that $121,000 4 

Dr. Wotrorp. That is about the cost of it ; yes, sir. 

Mr. Jonas. So all this new construction to which you have re- 
ferred was in the appropriation bill last year ? 

Dr. Worrorp. All those you have mentioned are; yes, sir. They 
have been in previous appropriation bills. 

Mr. Jonas. Specifically authorized by Congress ? 

Dr. Wotrorp. Yes, sir. 

Mr. Jonas. Thank you, Mr. Chairman. 
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PROGRAM AT M’KINNBY, TEX. 


Mr. Tuomas. Mr. Administrator, bring us up to date on this mod- 
ernization program at McKinney, Tex. The table shows that noth- 
ing has ben done, and it is indicated it is going to be taken care of 
in future years. The Administrator, in his opening statement, made 
some observation. I remember you said something to the effect there 
was not quite enough money if you went ahead and did everything 
you ought to do with the roof and floors and maybe some of the 
foundations or something. t 

Mr. Hiatry. I have a report here. The amount of money which 
was appropriated last year will do all the things we were talking 
about. In fact, I think you were the one I first talked to about this 

srogram which repairs windows, water system, electric wiring, roofs, 
Boiler plant, and all the rest of it. 

Mr. Tuomas, It iscoming back to me now. 

Mr. Hietry. There is one additional problem and I don’t know 
just how that will be met because it hasn’t been studied thoroughly. 

The appropriation act said for continued operation of McKinney. 

Mr. Tuomas. Permanent operation, in other words. 

Mr. Hietry. Yes. That is an older building of semipermanent 
construction, and if that were to be operated for an indefinite numbe: 
of years 

fr. Tuomas. Just like you do any other continuous operation. 

Mr. Hiciey. We will want to look that over from the standpoint 
of what should be done there to bring it up to date. 

Mr. Tuomas. How long is that going to take? 

Mr. Hietey. We can go ahead with all this work here and not 
interfere with other things that might be done. 

Mr. Tuomas. Do you have anything like a horseback opinion, Mr. 
Administrator, as to how much additional funds it will take? 

Mr. Hietry. No. We do know with this money we can go ahead 
and put it in shape and keep it going and so forth. 

Mr. Tuomas. Are you about ready to let contracts to spend that 
$2 million now ? 

Mr. Epear. We have the requirements from the Department of 
Medicine and Surgery, and we are submitting the project to the 
Bureau of the Budget. 

Mr. Tuomas. How long will that take now? What is your best 
guess? It is ready to go to the Bureau of the Budget for approval, 
and assuming you get approval there, then how long is it going 
to take before the dirt will be flying ¢ 

Mr. Epear. Almost immediately, sir, because it is mostly replace- 
ment of equipment, alterations, ane repair. 

( Discussion off the record. ) 

Dr. Mippteton. Mr. Chairman, for the record may I read some- 
thing realtive to the bed requirement in that area ? 

Mr. Tuomas. We want to hear anything you have to say. 

Dr. Mippietron. The present operating beds at Dallas are 411, and 
at McKinney, 467, which gives us a total of 878. There are patients 
in the hospital, as of January 7, Dallas, 368; McKinney, 457, which 
is a total of 825. eee 
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A waiting list, Dallas, 28; McKinney, 47, which in our judgment, 
a total of 75, is a perfectly fair waiting list. We think a waiting 
list of 10 percent is a fair one. 

As we have budgeted this for the coming year, we plan on 400 

atients at McKinney and 425 at Dallas, covering 825. The operating 

ds for the fiscal year would be 963—496, Dallas; 467 at McKinney. 
This, of course, is a perfectly easy freeway insofar as waiting list and 
operation are concerned. 

Then the question of w aiting lists would in our judgment not exceed 
somewhere between 60 and 70. When we complete the construction 
of unit 1 at Dallas, we will have 793 hospital beds at Dallas and are 
planning for the repair and for the construction program at Me- 
Kinney on the basis of 308 beds. 

So we will have a total in the two of 1,101 beds as compared with 
the present 963. That is above our prediction of need for the area, but 
I did want the record to show that we were at least planning on a 
total of 1,101 beds. 


MODERNIZATION OF HOSPITAL AT MURFREESBORO, TENN, 


Mr. Evins. I want to make a few observations, if I may, Mr. Chair- 
man. I had a very illustrious predecessor, Judge C ordell Hull, who 
said that among the many qualities needed in an effective Representa- 
tive was patience e and perseverance. 

I have been thinking that patience is a pretty good virtue. Ten 
yearn ago when I came to Congress we took up with the VA—that was 

efore Mr. Higley became Administrator—the need of modernization 
of the hospital at Murfreesboro in my district. Because of many 
emergency situations and other development this needed work has been 
administratively delayed or postponed. After some service on the 
legislative committee dealing with the VA—the Veterans Affairs Com- 
mittee—I moved over to the Appropriations Committee for service 
here and with the thought in mind that perhaps we could get more 
prompt action in this area. 

Last fall, after this committee made the appropriation needed, the 
manager of the hospital at Murfreesboro, Mr. Jared, told me in confer- 
ence, “The money is impounded. They haven’t moved an inch. The 
money you appropriated hasn’t been put to work. ‘They haven’t con- 
tracted with any contractor although the funds have been provided 
and the plans have been on the desk of officials in Washington for 
several years.” 

So I thought I would just take advantage of this opportunity to 
again state that we are being patient. I hope that Colonel Edgar, 
Mr. Higley—the Administrator—and others will get moving on that 
project down there. We hope to get the job done without too much 
further delay. 

Mr. Tuomas. What about Murfreesboro? Let’s talk about it right 
here. When are you ready to go to the budget ? 

Mr. Epaar. It is ready to go ‘to the Bureau of the Budget. 

Mr. Tuomas. When are you going to be ready to go to the Budget ? 

Mr. Epnear. Probably next week. 

Mr. Tuomas. How long will it be after the budget approval before 
the dirt will be flying? In other words, it takes about 18 months to 
get this paperwork behind you before you can get the dirt flying. Is 
that about right? 
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Mr. Epaar. It will take about 6 months to get it out for bid after 
it comes out of the Bureau of the Budget. 

Mr. Evins. You have all the plans presented to you. You have 
them all in your possession, do you not? 

Mr. Epncar. We have the sketches and the justification and esti- 
mate going to the Bureau of the Budget. Upon their approval and 
allocation of the funds, we will move right on to the working draw- 
ings. It will take about 6 months before it is put out to bid. 

Mr. Evins. Can we anticipate some construction in 1957—this year ? 

Mr. Enear. 1958; fiscal year 1958. 

Mr. Tuomas. You ought to have dirt flying by August 1; won’t 

ou? 
. Mr. Epear. I thought he was talking about fiscal year. 

Mr. Evrns. During this calendar year 1957—will there be some 
work done on the project this year? 

Mr. Epaar. Correct. 

Mr. Evins. The necessary money is appropriated and it is 
earmarked ? 

Mr. Epear. Providing, of course, favorable bids come in. 

Mr. Evins. The manager challenges me and says, “It has beer 
impounded and your project hasn’t moved an inch.” 


REPLACEMENT OF HOSPITAL AT DOWNEY, ILL. 


Mr. Yares. I heard the same thing about Downey. Downey, as 
I remember, was approved about 2 years ago; wasn't it, or 3 years 
ago? 

Mr. Epear. Downey, sir, the working drawings will be completed 
in the summer. These are working drawings, now. This has been 
through the budget. It will be put out to bid this fall. 

Mr. Yates. When will the dirt be flying? 

Mr. Epear. Weare right on top of it. 


REPLACEMENT OF HOSPITAL AT NASHVILLE, TENN. 


Mr. Evins. Our late colleague from Nashville, Tenn., Percy Priest, 
and I have been working on a project also in the Nashville district for 
several years. Last year the VA wanted to put it off for 2 or 3 more 
years. This committee decided that we would write in the bill the 
necessary beginning funds and we earmarked $114 million to proceed 
on that project. Later I understand the Administrator and others 
went over on the Senate side and said, “Take it out. We can’t do it.” 
You don’t propose to do that this time, do you, Mr. Administrator? 

Mr. Hietry. Are you talking about Nashville? 

Mr. Evins. Yes. 

Mr. Hiertry. You will recall that prior to that time we had worked 
out with everybody concerned—including the Bureau of the Budget, 
the President, and Mr. Teague’s committee—a program that was going 
to extend over about 6 or 7 years to take care of 14 hospitals, of which 
there were 8 or 9 replacements. That is what we have in the case of 
Nashville. 

So we were following that plan. The agreement had been across 
the board with everybody. Nashville was scheduled to come in the 
1958 fiscal year rather than in the 1957 fiscal year. 
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Jackson had been put in first. It was sort of a fielder’s choice as to 
which one of those two should come first. So we had put in Jackson. 
You objected to the fact that you were not in that budget. The action 
taken merely advanced what the plan called for. 

We had agreed with the Bureau of the Budget, the President, and the 
committee, and we were merely sticking to the plan which we had 
agreed to in order to have a steady program running about 6 or 7 years. 

Mr. Evins. We appreciate the fact that you have a big job, Mr. Ad- 
ministrator, and we appreciate your administrative difficulties, but 
can we have some assurances that there won’t be any shifting of funds 
or sidestepping action for another year or substituting funds for some 
other worthy project ? 

Mr. Hietey. When you spoke, that put it in. Up to that time we 
were working on our agreed plans. You provided technical service 
money this year, and we went ahead with it; and we are now asking for 
the construction money in the 1958 budget. We will proceed just as 
you intended. 

Mr. Tuomas. And you are going to have dirt flying about August 1. 

Mr. Evins. Thank you, Mr. Chairman. 

Mr. Tuomas. That is the way to get it done, you know. 


AMOUNT OF CONSTRUCTION FUNDS ASKED OF THE BUREAU OF THE BUDGET 


Mr. Evins. How much did you ask for this overall program of the 
Bureau of the Budget for 1958, Mr. Administrator ¢ 

Mr. Hiciey. For your hospital ? 

Mr. Evins. For the overall construction program. 


Mr. We tts. We asked for $116,770,000. 

Mr. Evins. How much did the Bureau of the Budget cut it? 

Mr. WELLS. $64,500,000. 

Mr. Evins. So your overall construction and modernization pro- 
gram has been reduced over $64 million by the budget? Of the amount 
the Bureau of the Budget has approved for this work do you think 
that is satisfactory to go forward with your planned schedule of con- 
struction and replac ement ? 

Mr. Hiciey. Yes. We are postponing three hospitals which are 
those that have been in the program for quite some time. You recall 
that the President requested that all construction that could be put 
off should be postponed because of the tightness of money, materials, 
and manpower in the whole building industry. He was much con- 
cerned about the potential of inflation. 

The three hospitals are Cleveland, Washington, and Oakland. It 
is a fact that if we put their construction off 1 year, veterans will not 
suffer because we are going to be able to adequately take care of them, 
although of course we are most anxious to have the replacements which 
we have been w: anting for a good many years. 

So we agreed that we would hold those out of this budget. Current 
design schedules indicate these postponements will not materially 
affect. construction activities if not extended beyond the fiscal year 
1958. 

Our planning is going ahead, but we will not be asking for bids. 

Mr. Evins. The $64 million reduction is going to cause a deferment 
of certain projects. Will you repeat again which ones you anticipate 
those might he ? 
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Mr. Ketsry. You are speaking of Washington, D. C.; Oakland, 


Calif.; and Cleveland, Ohio. 
Mr. Evins. 

of other projects? 
Mr. Hieiey. No 


There won’t be any substitutes because of this reduction 


Mr. Evins. Does this committee have assurance you won’t use this 
money on the other projects you prefer, or shift around ? 


Mr. Hietry. No, we will not. 


Mr. Evins. Mr. Administrator, who makes the decision on hospital 
locations, you and Dr. Middleton jointly ? 
Mr. Hiatry. We have the final decision to make, but we have a 
board under Colonel Edgar that goes out and gets the complete data 


as to where and how 


people, and all other factors we think are involved. 


r. Evins. Mr. Chairman, I think that is all at this time. 


you, sir. 


Mepicat Researcu 


and the availability of services, living for our 


Thank 


Mr. Tuomas. Mr. Reporter, at this point, put the table on 9-16 
in the record, and also the narrative on 9-17 and 9-18. 
(The material referred to is as follows :) 


Cost summary by object 


Fiscal year 
1956 actual 


Fiscal year 
1957 esti- 
mated 


Fiscal year 


1958 esti- 
mated 


Increase (+) 
or 
decrease (—), 


1958 over 1957 





AVERACE EMPLOYMENT 


Veterans’ Administration mnpnre 787 1, 200 1, 220 +20 


IR rbck nS os eetscek s scdedvclsvusceet< $4, 810 $4, 855 $4, 873 an 
Consultants s 15 27 27 ‘ 


$6, 011, 000 $6, 132, 000 +8121, 000 
(175, 000) (175, 000) 
(10, 000) (10, 000) | 
70, 000 175, 000 


01 Personal services dds Lee SP 

Medical consultants.- 

Dental consultants (2, 005) 
02 Travel, employee _- : 37, 148 
03 Transportation of things PiSoan  aen 3, 130 15, 000 15,000 |_..- 
04 Communications ___- ay 1, 557 12, 000 12, 000 
05 Rents and utilities..................- sid allan 5, 000 5, 000 | 
07 Other contracttiial services___- 142, 262 400, 000 400, 000 |_- 

Employees’ insurance, Public Law 598 (11, 510) (17, 600) (17, 800) 
08 Supplies_-_.......-- . me 697, 215 1, 750, 000 1, 750, 000 |. 
09 Equipment. .- 698, 602 1, 636, 995 1, 514, 000 
11 Grants, subsidies, and contributions (CSR) | : 344, 000 
13 Refunds awards, and indemnities_. | i } 
15 Taxes and assessments - _ eed. al 6, 581 


$3, 898, 922 
(99, 396) 


~ +-(200) 
—122, 995 





11, 000 ib ~ 12, 000 


Total gross costs 10, 359, 000 +448, 005 


- 5, 486, 339 
Less quarters, subsistence, and laundry - 


—12, 051 


9, 910, 995 


Net total costs. ...........-- 10, 359, 000 











5, 474, 288 9, 910, 995 +448, 005 


MEDICAL RESEARCH 


The Veterans’ Administration has both the responsibility and the capability 
to carry out a productive program of medical research. The Congress has 
recognized the importance of this responsibility as expressed in Senate Report 
No. 2041, May 24, 1956, reporting the independent offices appropriation bill 
for 1957. 

The total appropriations for medical-care programs requested by the Veterans’ 
Administration for fiscal year 1958 are $805,007,000, of which $10 million, or 
1% percent, is requested for medical research. 

The Veterans’ Administration hospital system was comprised of 120,648 
uvperating beds, caring for an average of 110,205 patients during fiscal year 
1956. Increasingly, this large patient load is composed of veterans suffering 
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from chronic diseases commonly requiring long-term hospitalization. This is 
reflected by the fact that 50 percent of all patients in VA hospitals require 
hospital care for more than 1 year and almost one-third of them for longer 
than 5 years. Recent trends shows significant increases in the number of vet- 
erans hospitalized from heart diseases, chronic respiratory diseases, arterio- 
sclerosis, cancer, chronic digestive and genitourinary diseases, arthritis, and 
mental diseases. Over 60 percent of the older hospitalized patients have one 
or more of these conditions. 

The constantly increasing proportion of veterans suffering from these chronic 
diseases, which are most prevalent among the older group, requires the conduct 
of an effective program of medical research to provide more effective methods 
of diagnosis, treatment, and rehabilitation. The alternative to securing these 
advances through medical research is a constantly increasing number of veterans 
who will require long periods of costly hospitalization. The magnitude of this 
problem is indicated by the fact that currently only 700,000 of the 22 million 
living veterans are 65 years of age or older. In 1960 it will be 1,800,000, and 
in 1966 it will be 2,200,000. 

Although the above facts stress the responsibility of the Veterans’ Adminis- 
tration to conduct medical research, it is of equal importance to recognize 
that the presence in this system of hospitals of large numbers of patients in 
all stages of these diseases and under conditions of control so suitable for 
clinical investigation offers a medical research opportunity without parallel. 


PROGRAM SCOPE 


The medical research program of the Veterans’ Administration is conducted 
almost entirely through the facilities of the VA hospital system. During fiscal 
year 1957 there were in operation 121 medical research laboratories and 43 
radioisotope laboratories. These laboratories are operated under the supervision 
of the VA physicians who, in fiscal year 1956, conducted 290 studies on tubercu- 
losis and 148 studies on other infectious diseases; 280 studies on cancer and 
allied diseases. 162 studies on metabolic and nutritional disorders; 99 studies 
on blood and blood-forming organisms; 653 studies in mental diseases; 280 
studies of diseases of the nervous system ; 419 studies of cardiovascular diseases ; 
230 studies of respiratory diseases ; 382 studies of diseases of the digestive tract; 
148 studies of the genitourinary diseases ; 44 studies of skin disorders ; 84 studies 
of bone and joint diseases; 32 studies in anesthesia; 35 studies of surgical 
techniques ; 20 studies with new X-ray techniques ; and 331 other studies. There 
were approximately 1,000 publications in national scientific and medical journals 
stemming from work performed in the VA research program. 

In addition to the research work of the individual physicians, cooperative 
research involving the collaboration of many VA hospitals was conducted in 
the following areas: 

1. Cooperative study of chemotherapy of tuberculosis; 

2. Cooperative study of chemotherapy of multiple sclerosis; 

3. Cooperative study of changes in pulmonary function due to aging and 
disease ; 

4. Cooperative study of the effects of brain surgery in the treatment of 
schizophrenia. 

In the conduct of medical research, the individual VA hospitals maintain a 
close affiliation with adjacent medical schools and profit by the experience 
and resources of the outstanding investigators in these institutions who col- 
laborate with and lend support to the medical research activities in the VA 
hospitals. 

Important followup studies have been conducted with the help of the National 
Research Council by the retrospective analysis of clinical records, viz, followup 
study of psychoneurosis; followup study of tuberculosis. In these studies the 
Veterans’ Administration is advised by the National Research Council Committee 
on Veterans Medical Problems concerning methods and techniques of these 
followup studies. The statistical agency of the National Research Council assists 
the Veterans’ Administration in the conduct of such research. 

The Veterans’ Administration research program is reviewed by an Advisory 
Committee on Research composed of outstanding leaders in American medicine. 
These individuals review the medical research programs in their own fields 
of specialization and advise as to the effectiveness of these research programs. 
The 43 radioisotope laboratories provide new and precise techniques for laboratory 
and clinical investigation. These laboratories are essential elements in the 
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research program and make possible fundamental observations which are essen- 
tial'to the progress in the development of advances and diagnostic and thera- 
peutic methods. This program is:reviewed by a Central Advisory Committee on 
Radioisotopes composed of authorities in this field. 

Mr. Tuomas. You have an increase of 20 employees this year as 
against last year, 1,220 against 1,200. 

How many consultants do you have here? 

Dr. Mippteton. We have 27 consultants. 

Mr. Tuomas. No increase in consultants. Where are these people 
located ? 

How many in headquarters? 

Dr. Mippteton. We would have to look that up because we do not 
have the table of consultants with us. 

Mr. Tuomas. I am talking about the employment under the research 
program. 

Mr. Scorn. You mean of the total of 1,220% 

Mr. Tuomas. That’s right. How many in the central office? 

Mr. Scuoren. About 25. 

Mr. Tuomas. That is the super —— group of 25? 

Mr. Scuoen. The largest part of that group, sir, is the biometric 
statisticians that do the cooperative research. 

Mr. Tuomas. And the rest of them are scattered at how many in- 
stallations in the field? 

Mr. Scuoen. I think there are about 110. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Why is there such a sizable increase in travel—$105,. 
000 increase—bringing the total bill for travel to $175,000 against 
$70,000 last year ? 

Mr. Scuoren. As you recall, the original medical research budget 
submission for 1957 was something in the neighborhood of $5,600 000. 
Congress increased it to $10 million for medical research in’ VA 
hospitals. 

The language of this appropriation, the limitation for travel was 
not increased. Therefore we do not have enough travel to do the 
increased research job that the Congress laid out for us. 

Mr. Tuomas. Spell out to us the importance of travel in research ? 

Mr. Scuorn. On pages 9-21, under budgetary consideration, 
major factors contributing to the need for requested ‘funds are as fol- 
lows: That is 9-22 for travel. The first major purpose is research 
planning conferences in connection with the development of new co- 
operative studies. 

Mr. Yates. Where are you reading from ? 

Mr. Scuoen. Line 22, sir, under item 8—A, at the bottom of the page. 

Mr. Tuomas. Then in your education and training program you 
have $710,000 for travel against $490,000, an increase of $220,000, 
Your total bill for your education and training program is $1,560,000 
and 49 percent of it is travel expense. 

Mr. Scuoen. Yes, sir. 

Mr. THomas. You are educating them on a train, or is it by air- 
planes, or which is it? 
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Mr. ScHorn. No, sir; that isn’t it. The physicians are located in 
these various hospitals scattered throughout the country. Travel is 
necessary in order to attend the seminars, the educational conferences, 
and courses, of which most of the cost is that of getting the individual 
to the point where this training or educational opportunity is avail- 
able to him. The programs in the educational field are directed to 
improving the professional quality of the care rendered to the veteran. 

Dr. Middleton, I think, can do a better job explaining than I could. 

Mr. Tuomas. That is pretty good. I have been trying to find here 
the breakdown of these other objects. 

Mr. Scuorn. For which program, sir? 

Mr. Tuomas. For your research program. Your salary bill is only 
$6,132,000, but your total bill is $10,359,000, and the cost of other 
objects is about 40 percent of it. You account for $175,000 of it in 
travel: other contractual services, $400,000. Where is your break- 
down on 07% Where is the breakdown on supplies, 08, $1,750,000? 

You do business here with Mr. Young don’t you ? 

Mr. ScuHoen. Yes, sir. 

Mr. Tuomas. How much? 

Mr. Scuoen. $344,000. 

Mr. Tuomas. What about objects 08 and 07? Where is the break- 
down on it? I can’t put my finger on it. 

Mr. Scuoen. It is on 9-16. 

Mr. Tuomas. No. I am looking for the justification of it. Here 
is the breakdown here. Where is the justification ? 

Mr. Scuoren. We haven’t a justification or an explanation by objects, 
only by type of research program. 

Mr. Tuomas. Have you a breakdown someplace where we can see? 
That is a lot of money. 

Mr. Scuoen. No, sir. I do not have a breakdown which describes 
the research program by object. 

Mr. Tuomas. Shall we just delete that $400,000 then ? 

Mr. Scuoren. No, sir. 

Mr. Tomas. What about your supplies here? 08, $1,750,000? 
What is that all about? 

Mr. Scuorn. This item covers glassware, drugs, chemicals, labora- 
tory animals, radioisotopes and other supplies required for the ‘con- 
duct of research. 

Mr. Tuomas. What is 07 then, $400,000, “Other contractual serv- 
ices.’ 

Mr. Scuoren. Those are primarily contractual relationships with 
the National Research Council, Bureau of Standards, Smithsonian 
Institution, and contracts for installation and maintenance of scien- 
tific equipment. 

Mr. THomas. You redo this and spell this item out in detail. I am 
sure you want at least 6 or 7 million dollars and we want to give you 
that. We can’t imagine with that justification that you expect $10.3 
million. 

Mr. Scnoen. All right, sir, we will. 





340 


(The information requested is as follows :) 


Cost summary by object, fiscal year 1958, program 8200 (research) 


ey) | en eee ee a eo Lit aw $6, 132, 000 


Clinical investigators 
These funds cover the salaries of 50 clinical investi- 
gators expected to be on duty during fiscal year 1958. 
New program initiated in January 1957. 
Scientists and _technicians.__......-..---.---...-.------- 4, 817, 000 
These funds cover the salaries of scientific and tech- 
nical employees in the research laboratories. No physi- 
cians are included in this item. 
Clerical employees 630, 000 
These funds cover salaries of secretaries, clerks, and 
typists, averaging 1 per laboratory. 
Medical consultants 175, 000 
These funds cover compensation for specialists uti- 
lized on an intermittent or occasional basis, to provide 
specialized assistance and advice to VA employees con- 
ducting research. 
Dental consultants 
Same purpose as medical consultant item. 
02 Travel, employee 175, 000 
Funds necessary for the travel of employees for purposes 
directly related to research. 
03 Transportation of things 15, 000 
Household effects 3. On ) 
Funds to accomplish transfer of research personnel 
when deemed of advantage to VA. 


Shipping costs of radioisotopes in lead containers, 
and of other special equipment items where transporta- 
tion cost is excessive as compared to supply fund 
allowance. Also used to transfer items of equipment 
between stations or from other Government agencies, 
when no cost is involved, as far as the purchase of the 
item is concerned. 


Rental charges on special purpose research equipment 
when required for temporary use, not justifying purchase. 
07 Other contractual services 


Employee insurance 
Required by Public Law 598. 
Repairs to equipment and furnishings.__._._______...-______~ 
Repairs to laboratory equipment, including elec- 
tronic devices used in radioisotope research, spectrom- 
eters, microscopes, balances, electrophoresis systems, 
and other complex devices. 
I Nn ln canine aeeiitl 
Yost of contracts fer the support of research activ- 
ities, not direct conduct of research. (Itemized on 
separate page.) 
Maintenance of special use equipment__________-_ Pete J: 
Installation, calibration, and periodic inspection and 
adjustment of specialized research equipment, such as 
electron microscopes and mass spectrometers. 
SPOR RRe ae rR ss ee se i 40, 200 
Services of individuals not required on full-time em- 
ployment basis, but utilized for specific needs as re- 
quired. 
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Cost summary by object, fiscal year 1958, program 8200 (research )—Continued 


07 Other contractual services—Continued 
Services of institutions or organizations 
Specialized, infrequent services of organizations for 
research support when it would be infeasible for VA to 
establish facilities for this purpose. 


08 Supplies 


Office supplies 
Includes paper, forms, technical reference handbooks, 
staplers, and miscellaneous clerical items. 
Drugs, medicines, and chemicals 
Includes experimental medical items, laboratory 
chemicals and biologicals, and reagents required in re- 
search laboratories. 
Radioisotopes 
Radioisotopes procured from AEC and tagged com- 
pounds from commerial suppliers. (VA is not allowed 
the 80-percent reduction in list price allowed civilian 
medical research users. ) 
Laboratory glassware and supplies 
Glassware, including custom designed systems for 
special research purposes ; films for autoradiographs or 
experimental radiography or micrography; other ex- 
pendable laboratory supplies. 
Animals ond antmgh We0Gtisn ck coh is ches et 
Includes mice, rats, guinea pigs, hamsters, and other 
experimental animals, and the foods required for 
normal and special diets. 


ee, ee sake , 514, 000 


Fixtures and furniture 370, 000 
Includes hoods, laboratory workbenches, cold rooms, 
equipment for control of temperature and humidity. 
RinGicksoUr ye: COO ac ts. kee ei 303, 600 
Includes Geiger and scintillation counters, scalers, 
recorders, lead storage containers, remote handling de- 
vices and other specialized equipment for safe use of 
radioactive materials. 
Medical, dental, and scientific equipment 
Includes spectrophotometers, colorimeters, balances, 
microscopes, angiographs, recorders, pH meters, electro- 
phoresis systems, and all other portable equipment 
required in medical research. 


11 Grants, subsidies, and contribution, civil-service retirement 
fund, as required by Public Law 854, 84th Congress 
15 Taxes and assessments, FICA 12, 000 


10, 359, 000 





000 ‘6¢¢ “OT 


OO ‘869 ‘E 
008 ‘OI 
006 ‘SEO ‘T 
000 ‘808 
006 ‘Seo ‘T 
009 “0T 
006 ‘b6z ‘T 
008 ‘120 ‘Z$ 


1830,L 


| 000 ‘ZI 


008 ‘F 
00+ 
002 ‘T 
006 
002 ‘T 
001 
00¢ ‘T 
00F ‘Z$ 


ST 


s}U0UL 
-Ssosse 
pus SOXxB,L, 


| 


000 ‘FFE 


002 ‘821 
008 “OI 
OOF ‘FE 
008 ‘9z 
OOF ‘be 
00% “e 
000 ‘St 
000 ‘89$ 


II 


suoyngy} 
-00d puB 

‘sol pisqns 
*syUBify) 





| 
000 ‘IS ‘T 


00€ *2e¢ 
006 ‘SF 
002 ‘ZST 
002 ‘SIT 
OO ‘ZS 
000 ‘ST 
002 ‘681 
009 ‘e0e$ 


60 


queul 
-djnby 


000 ‘O¢z ‘T 


008 “$29 
00g ‘zs 
000 *EZT 
00¢ “981 
000 “¢2 
00g ‘ZI 

2 ‘SIZ 

‘oses 


soyjddng 


| 000 ‘00+ 


008 “CFI 
000 ‘ZI 
000 ‘OF 
00Z ‘TE 
000 ‘OF 
000 “F 
000 ‘O¢ 
000° 


40 


S00] Ales 
jenqowl} 


000 “¢ 


001 % 
001 
008 
008 
008 
001 
008 
000 ‘I$ 


: 


000 ‘ZT | 
00€ ‘F 
008 

002 ‘T 
000 ‘I 
002 ‘T 
0OT | 
00¢ ‘T 
00F ‘Z$ 


gO 


8]U0y 


+0 


suo}} 80 


yuNnUIWOD 


000 “eT 
000 ‘£ 
008 
000 ‘T 
002 
006 ‘T 
002 
008 ‘T 
000 ‘e$ 


£0 


s3uty} 
Jo u01}e} 
-1OdsuB.], 


| 000 ‘G2T 


002 ‘29 
000 “¢ 
OOF “LT 
009 ‘EI 
008 “LT 
008 ‘T 
000 ‘2 
000 ‘SEs 


OOT ‘68T ‘Z 
000 “FST 
002 ‘E19 
008 ‘RLF 
002 “E19 
00€ ‘19 

008 ‘922 
OOF ‘92 ‘T$ 


Sd0T AOS 
jeuosi9g 


~~~ “T830,L 


[80] poul [B19UeF 
~-=="""9 119 BLII FD 
490UBO 
Arsuowyng 

~~ TeIUVCT 
d1yerqoAsdoina N 
edojosjorpey 


yoieesel Jo od A.J, 


“09 1040 | 





(youvasat) N0S8 wviboid ‘ggg, svah yoosyf ‘palgo fig pun fijraron fig 8800 fo uostapdwmop 





343 


Contracts in support of VA research, fiscal year 1958, program 8200 


1. National Research Council of the National Academy of Sciences_____ $65, 000 

This is a contract providing 2 types of services which contrib- 
ute to research of importance to the VA: 

(a) advisory guidance on all applications for support of extra- 
VA research, and on medical problems of direct application to 
the research program, through the Committee on Veterans Medi- 
cal Problems; and 

(b) statisical services and advice in the conduct of followup 
studies through the analysis of VA clinical records, such as the 
followup studies on tuberculosis, psychoneurosis, and hepatitis. 
These services are provided through the Statistical Agency of 
the National Research Council. 

2. Smithsonian Institution (Biosciences Information Exchange) 

The Biosciences Information Exchange is operated through the 
support of 7 Government agencies, of which the VA is one. This 
exchange receives summary reports of research studies in prog- 
ress at many different laboratories throughout the country, 
classifies the material and then provides information to any 
individual investigator as to where and by whom similar research 
is being conducted. This service enables VA investigators to 
contact other researchers having similar interests, to pool infor- 
mation and avoid duplication of effort. Such a central pool of 
eategorized information is a highly desirable adjunct of the 
Nation’s research. 

8. National Bureau of Standards 22, 000 

The Bureau conducts tests and developmental work for the 
dental research program, to improve existing materials and de- 
vices for dental prosthesis. The unique facilities of this agency 
for testing and development provide an economical and authori- 
tative service in this field. 


Mr. Vorse.u. I presume you have been working in this research for 
a good many years, have you not? 

I notice in 1956, about $5,474,000, and then when you get to 1958, 
$10,359,000, an increase of $448,000-plus. 

I am wondering what has been the experience in research. Do you 
think it pays off in the long run? 


NECESSITY FOR RESEARCH PROGRAM IN THE VA 


Mr. Tuomas. Now is a good place to do it. Just what are we doing 
in this program? We have 2 or 3 new programs. Let’s just see what 
they are doing for this $10 million, what they are working on, the 
details. 

Mr. Vursery. That is the point IT had in mind. Considering the 
millions and almost billions of dollars spent on research. 

Mr. Tromas. Detail them for us and give us a little explanation. 

Mr. Vorsrty. I was wondering whether or not we might be going 
farther in this farflung research through the Veterans’ Adminis- 
tration duplication. TI am wondering how well-equipped you are to 
carry on this research, and whether or not in the long run we might 
be going to a greater extent than would be necessary considering all 
of the research being done on practically everything that your 
research is being conducted on. It is a question in my mind whether 
or not we have duplication of research all over the country and 
whether we might get in a position where we will be going further in 
this in the Veterans’ Administration that will be justified. 
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Dr. Mippteron. Mr. Chairman and Mr. Vursell, I welcome the 
opportunity to speak to the necessity for research within the Veterans’ 
Administration. 

To begin with, of course, we are confronted with the responsibility 
for the medical care, or possible medical care, of some 22 million 
veterans. In this veteran population we have a cross-section of all 
the ills of the age periods that they represent. It so happens that the 
last Congress increased our request from $5,630,000 to $10 million 
because they reposed in us the necessity of studying the problems that 
are in our many hospitals. 

It so happens that the programs of the past in research have been 
starved within the Veterans’ Administration—starved from lack of 
funds, starved from lack of opportunity to follow perfectly natural 
lines of study. 

I would like to interject this statement that when the man comes into 
the Veterans’ Administration medical service, he doesn’t check his 
curiosity at the door. Accordingly, many of these problems that ex- 
isted in the past were not adequately studied because of lack of 
support. 

Ve have, first of all, the experience of the study of tuberculosis, and 
this particular chemotherapeutic approach to the problem of tuber- 
culosis has resolved it to rather small proportions. 

As you know, in practically all areas, reflecting the work within 
the Veterans’ Administration of the length of hospitalization, the abil- 
ity to cure tuberculosis is now an appreciated objective which has been 
reached. 

Then of course it was only natural when funds became available 
that we should want to extend the type of experience had with tuber- 
culosis into other fields—chemotherapy of cancer, chemotherapy of 
hypertension, chemotherapy of the tranquilizing drugs in the mental 
diseases. The mandate Congress gave to us the necessity first of in- 
vestigating the areas, and secondly, of reporting progress. 

Naturally you have to set up the teamwork before you can develop 
results. We have expanded it insofar as these three other areas are 
concerned, and we are going ahead in areas of equal interest, the aging 
process being particularly important to the veteran. There are pres- 
ently 700,000 veterans 65 years or older. By 1960 there will be ap- 
proximately 2 million over 65. This aging process then can best be 
studied on the population that we see in our own institutions where we 
have first of all the patients and the responsibility for their care, the 
members in the domiciliaries and the responsibility for their welfare, 
the professional personnel that can pursue such studies, and then the 
wings for the spirit that came by way of funds from Congress, so we 
shall make a perfectly good accounting of the $10 million that was 
granted to us by the Congress last year. 

Mr. Tuomas. I want to get something in the record right at this 
point. I want to put in something we laymen can understand. 

Insert in the record at this point, the following list of studies con- 
ducted by VA laboratories in fiscal year 1956 : 

290 studies on tuberculosis and 148 studies on other infectious diseases 
280 studies on cancer and allied diseases 
162 studies on metabolic and nutritional disorders 


99 studies on blood and blood-forming organisms 
653 studies in mental diseases 
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280 studies of diseases of the nervous system 
419 studies of cardiovascular diseases 

230 studies of respiratory diseases 

382 studies of diseases of the digestive tract 
148 studies of the genitourinary diseases 

44 studies of skin disorders 

84 studies of bone and joint diseases 

32 studies in anesthesia 

35 studies of surgical techniques 

20 studies with new X-ray techniques 

331 other studies 

Mr. Vursewu. In other words, any mistake that has been, has been 
made by the Congress in urging the Veterans’ Administration, by 
giving them appropriations, to follow through on research. 

Dr. Mippteton. I think it is no mistake at all, Mr. Vursell. I would 
like to add that in the last hearing before this group you may recall 
that I used the figure nine-tenths of 1 percent of our total appropria- 
tions for inpatient care was devoted to research and education, which 
I maintained was the best possible, in fact, the only insurance of 
me oe and superior medical care for the veteran. 

This sum presently is 114 percent of the inpatient care appropriation 
requested. I feel that that is a very modest request for research in a 
major appropriation that will insure the quality of medical care. 


COORDINATION WITH OTHER FEDERAL RESEARCH AGENCIES 


Mr. Jonas. What correlation exists between your program and that 
of the Atomic Energy Commission and the National Institutes of 
Health and the various other programs that are federally supported 


and which are engaged in working these same fields ? 

Dr. Mippteron. Mr. Chairman, I welcome that question, too, be- 
cause in this area there has been the closest correlation between and 
among these bodies. The cancer chemotherapy research, for example, 
is coordinated among the American Cancer Society, the Damon Run- 
yan Memorial Fund, the Atomic Energy Fund, the Food and Drug 
Administration, and the National Cancer Institute, and the Veterans’ 
Administration. There are regular meetings and transfer of infor- 
mation and material. 

Furthermore, the Veterans’ Administration is in the rather strategic 
position of having the patients on whom these studies should be made in 
the interests of humanity. 

Mr. Voursetu. In other words, you have the material. 

Dr. Mippteron. We have the material and the responsibility; yes, 
sir. 

Mr. Vurseti. That you can experiment with. 

Dr. Mippteron. Let us not say experiment. 

Mr. Vurseuu. I don’t mean to put it that way. But you can make 
the study with exhibit A always there. 
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COMPARISON OF RESEARCH COSTS BY ACTIVITY 


(Table on 9-23 is as follows :) 


MepicaL RESEARCH 


Comparison of costs by activity 


Increase (+ 
Actual, Estimate, Estimate, or de- 
Activity fiscal year fiscal year fiscal year crease (- 
195 over’ 

| “1987 


| 
Radioisotope research _- id $1, 747,965 | $1, 982, = 
Neuropsychiatric research 468, 497 1, 238, 90) 
Dental research - - -_- Het. Le 80, 182 | 99. 100 103, 600 | +4, £00 
Medical research ; 3, 189, 695 | 6, 590, 795 | 6, 888, 700 | +297, 905 
Cardiovascular. (334, 635) | voor 100) (1, 035, 900) +-(44, 800) 
Pulmonary diseases including ‘tuberculosis - (440, 107) (773, 000) | (808, 000) | +-(35, 000) 
Cancer __.... (143, 415) (990, 000) (1, 035, 900)} + (45, 900) 
SSOP UROOND. oe ere ere elke (47, 805) (297; 300) | (310. 800) | (13. 500) 
amr biisain tp cy hctiges cpa ncbqye dan des (2, 223, 733) _@ 539, 395) (3, 698, 100) | + 58, 705) 


$2, 071, 800 | 4+-$89, 600 
1, 294, 900 +56, 000 


| 
} 
lf 
1956 1957 1958 
| 
| 
| 


Total cross costs_ jab 5, 486, 339 9, 910, 995 | 10, 359, 000 4-448, 005 
Less: Quarters, subsistence, and laundry-- wohl —12, 051 . 








Net total costs 5, 474, 288 | 9,910,995 | 10,359,000 +448, 005 


DESCRIPTION OF VA RESEARCH PROGRAM 


Mr. Yates. We have been talking about research and medical 
research. What do you mean by “research and medical research.” 
How much of it is applied research ; how much of it is clinical research ; 
how much of it is basic research? What is it that you do in the VA? 

Dr. Mippteton. Do you wish a definition for research first? 

Mr. Yates. In terms of your VA program. What is it that you 
mean by “medical research?” You are asking us for an appropriation 
for medical research. 

Dr. Mippteron. That is correct. 

Mr. Yates. What do you mean by it in terms of the application of 
the funds which we vote to you into oan field of medical research ? 

Dr. Mipvteron. First of all, Mr. Yates, research is a study for 
knowledge and truth. Certainly no field of human endeavor needs 
it more than does medicine. 

You may recall that 2 years ago, after the first presentation, you 
asked me whether we had a pill for the common cold. I might say 
it was completely disarming because we do not yet have that pill. 

Mr. Yares. Did I ask that? 

Dr. Miwpreron. Y es, Sir. 

Mr. Yates. I will settle for some kind of a serum. 

Dr. Mippteron. But to come directly to your question, in all prob- 
ability—this figure would have to be approximate—90 to 95 percent 
of our studies are applied in that the problem is that of the patient 
before us. 

For example, we have had a period of 5 years’ study of the result of 
lobotomies—this is the operation for schizophrenia. There is, of 
course, the necessity to stop at times and make an assessment of what 
you have gained by your procedure, whether it be a business procedure, 
a therapeutic procedure, or any other type of human study. 
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In that respect, a vast majority of our studies relate to the direct 
care of the patient. 

The 5 percent—and it might even go as high as 10, I doubt it— 
will have their origin in some problem that has arisen in that patient. 
For example, you read here of the cooperative study of the pulmonary 
function. There have been many presumptions as to what happens 
to the lung of a person who is getting old when he gets barrel chested, 
and whether that lung has certain handicaps that have the capacity of 
measurement. 

Accordingly, this cooperative study was initiated and we can now 
definitely give values to the handicap of the person with pulmonary 
emphysema. 

So these problems that appear on the surface, fundamental or 
basic as you term them, will eventually have their application in 
the care of the patient. 

The radioisotope field is one that has been particularly fostered 
within the Veterans’ Administration. 

Mr. Yares. Are you thinking in terms of treatment of thyroid! 

Dr. Mippteton. You are ahead of me. Actually the psysiologic 
study will have to be made first to see where that radioactive iodine 
went. Determining that it goes to the thyroid, then its application 
to disturbances of the thyroid. 

Mr. Yates. Who did that study? Did you do that study in terms 
of the physiological effect of these isotopes, or did some other insti- 
tution do it and then you followed it up with a clinical application ? 

Dr. Mippteron. Many of these studies have arisen elsewhere and 
we have applied them clinically. But you see, sometimes the use of 
the radioisotopes is an experimental phase in many areas. We know 
what we can do in a very limited field. The thyroid, you have cited, 
with radioactive iodine, phosphorus 32, in polycythemia, and certain 
of the marrow tumors. 

Accordingly, we extended the field. But your horizon is always 
going to be the same unless you look elsewhere. 

Mr. Yates. This is what you mean, then, when you say that 95 
percent of your research goes to clinical research, which is the ap- 
plication of treatment ; isn’t it? 

Dr. Mipptrron. Yes; to extend the accuracy diagnosis and the 
adequacy of treatment, research must be ever active in many areas. 

Mr. Yates. Rather than seeking the causes in themselves. 

Dr. Mippteron. Diagnosis and treatment depend on establishing 
the causes of disease. We are coming into the question of chem- 
otherapy. 

Mr. Yates. May I just interrupt you at that point, because it is 
important in terms of correspondence which I have dealing with 
the research hospital in my district at 333 West Huron Avenue. I 
have a letter here from Dr. Rupp. Dr. Rupp is apparently a doctor 
of philosophy and a competent research man. This is a letter which, 
I am sure—I don’t know whether you have seen, but Dr. Wolford 
has seen. It has been transmitted to your organization by Senator 
Douglas, by Mrs. Church, and by several other Representatives. 

Dr. Mippteron. I am familiar with it. 

Mr. Yares. He has a rather detailed complaint that I think is fun- 
damental and should be explored by this committee or by the Con- 
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gress, and that is: What is the role of the research personnel in your 
research programs in relation to the doctors ? 

His complaint is that the research personnel wasn’t adequately 
represented in terms of the delineation of a research program at this 
particular hospital. He felt that in the operation of the research 
program itself, that the research personnel wasn’t adequately con- 
sulted. He puts it, as he states, by the then Chief of Investigative 
Medicine. 

Dr. Mippteron. Professional services ? 

Mr. Yares. The letter which we got from Dr. Wolford, or Sen- 
ator Douglas got from Dr. Wolford, a copy of which is attached 
to his reply to me, indicates that this chap was dissatisfied. He is no 
longer with the Veterans’ Administration. But this doesn’t answer 
the fundamental question, really, and that is: What is the role of the 
research man in your programs? Is he represented? Is he con- 
sulted? Does the fact that 95 percent of your funds go to clinical 
research mean that the doctor must to this extent be in charge of 
the program. 

e research program must recognize that there is this relatively 
minor role. What are your views on something like that? 

Incidentally, I wish you would explain in the course of this very 
long question which I am giving you, this detailed and complicated 
question which I am giving you, just what is the research hospital 
at 8333 West Huron Avenue supposed to do ? 

It is a research hospital. Is it doing research or is it only doing 
treatment of the clinical research such as you have. 

Dr. Mippteron. Mr. Yates, this is a very involved question. 


Mr. Yates. It is fundamentally the operation of your program; 
isn’t it? 
Dr. Mippieron. I could answer it categorically by saying the re- 


search hospital is a misnomer in that it does research rome after the 


pattern of any of our other Veterans’ Administration hospitals. It 
is an spoon circumstance that the term should have ever been 
applied. 

7 r. Yates. It should have just been called a VA hospital ? 

Dr. Mippteton. A VA hospital. If we have that clear, the staffing 
of that hospital in the beginning was on a very unusual plane. There 
were brought into the picture four highly skilled biochemists, which 
is a terriffic overstaffing at the level at which it was conceived orig- 
inally. 

Mr. Yates. Is it an overstaffing if you are going into this chemo- 
therapy study ? 

Dr. Mippteton. Oh, yes; it is still an overstaffing. That is at the 
level of Dr. Rupp. Dr. Rupp was a very well qualified man. We 
would still like to have him on the team. But as far as the organ- 
ization is concerned, the manager in any station is our representative 
and he is a responsible agent in that position. He has under him a 
director of professional services who has the function of liaison 
between all the professional services and management. 

Then, under him is an assistant director of professional services for 
research who has that position without an added stipend, simply as 
an added function. He is ordinarily a man who is research minded 
and motivated. 

Mr. Yares. Is this a doctor? 





349 


Dr. Mippteron. He is a doctor. 

Mr. Yates. I mean a medical doctor. 

Dr. Mippteron. He is a physician, yes. 

Mr. Yares. Excuse me, I was thinking in terms of a Ph. D. 

Dr. Mippteron. Under him will be a research committee which is 
composed of members of the staff, including the Ph. D.’s—— 

Mr. Yares. The scientific personnel in contrast to the medical per- 
sonnel ? 

Dr. Mippteron. And some of the medical personnel interested in 
research. It might be the chief of medicine, the chief of surgery, the 
chief of laboratory, and some of these highly technically trained in- 
dividuals like the biochemists of whom you and I are speaking. 

Then any projects he may have or that members of his staff may have 
would be presented to this research committee for approval. The 
lump sum liciens applied to that particular station for research, which 
varies with their requirements, would be disposed of by them. 

There was here, of course, as you know, a clash of personalities at 
the research hospital that existed between this team of four highly 
skilled biochemists and the medical staff. I think that need not be 
aired here, but Iam thoroughly acquainted with it. 

Mr. Yares. I would like to get the chairman’s consent to put the 
correspondence in the record anyway so at least they can have the 
background of what our discussion is about. 

Dr. Mippieron. I am thoroughly acquainted with it and have met 
with the group and they are now on an even keel and doing the 
splendid job of which they are capable. But they do not have this 
team of four highly skilled biochemists that overbalanced their re- 
search program. 

Mr. Yares. I would like to ask you then about the research hospital 
which you say was misnamed. 

Dr. Mippteron. That is my own personal opinion. 

Mr. Yates. Wasn’t its original conception one of being a research 
hospital ? 

Dr. Mippiteton. That has no place in our thinking. I believe you 
will appreciate the fact that in effect you set apart one hospital in 
the whole system and say, “This is a research hospital, research is 
done here, and not done elsewhere in the 172 hospitals.” It is en- 
tirely a misconception. I wouldn’t buy it at any time. 

Mr. Yates. I am not sure I agree with that statement, although I 
must defer to the judgment of a person whose judgment is unques- 
tionably better than mine, but I would just like to explore it a 
moment further. 

You have 172 other hospitals. Should you not have one central 
institution at which research is éaadtoeted rather than conducting 
it in the same way as all your other hospitals? 

Dr. Mippteton. Without invidious comparisons I would dislike to 
see a hospital set up in Washington, for example, that was a research 
institution. 

Mr. Yates. You propose, then, what you are saying is that you 
should let research be done by such institutions as the National Insti- 
tutes of Health? 

Dr. Mippteron. No; I am saying that research should be done 
where the material, the problems, and the opportunity present, and 
they present in some 110 of our institutions at the present time. 
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Mr. Yares. This is clinical research we are talking about. 

Dr. Mippteron. It is both basic and applied—clinical—research. 

Mr. Yates. Except to the degree of 95 percent, roughly, on that 
same basis, and you are of the opinion that we shouldn’t reverse 
that basis in terms of pure research in medicine as a part of the VA 
program ? 

Dr. Mippteton. We cannot under the mandate of Congress, because 
Congress has told us that we will, with this $10 million, makes studies 
in certain special fields. They have outlined the fields and we report 
on those fields. 

Mr. Yares. I guess the National Sicence Foundation makes its 
research in these fields, doesn’t it, in terms of basic research, by grants 
to universities and private organizations ? 

Dr. Mippteron. And the National Institutes of Health have that 
problem. You see, our money does not go out to other institutions 
except in the case of the National Research Council. 

Mr. Yares. Are your institutions correlated with the programs of 
basic research that are undertaken by the National Institutes of 
Health and by the other organizations? 

Dr. Mipptetron. They are. The correlation is very close and is 
getting closer, Mr. Yates. 


MEDICAL CONSULTANTS 


Mr. Yates. I am getting practical for a moment in terms of your 
request for appropriations. On page 9-16, I notice that the amount 
you ask for medical consultants, for medical research, is $175,000 
It struck me this is rather a large figure. These are the people whom 
you pay at the rate of $50 a day, isn’t it? 

Mr. Scuoen. That is right. 

Mr. Yates. This would mean what—3,400 people for 1 day, wouldn't 
it, roughly ? 

Mr. Scuoren. About that. 

Mr. Yates. How many such people do you have, actually ? 

Mr. Scuoen. I don’t have that list here, but I would like to point, 
this out. You are stressing the coordination of research and the aline- 
ment of research between the various interested elements in the coun- 
try. Through the use of consultants, we accomplish that. 

Mr. Yares. But, my friend, on the basis of 1 day, you are consulting 
with 3,400 people. Do you consult with that many for 1 day? 

Mr..Scuoren. No. This happens throughout the whole country dur- 
ing the course of the year. It is part of the research program. It is 
not just in the central office. 

Mr. Yares. For instance, if you consult with somebody in Wash- 
ington for an hour, do you pay him $50 a day ? 

Mr. Scnorn. No; they normally come in here for a whole day, or a 
range of conferences. The conferences wouldn’t necessarily be in 
Washington. 

Mr. Yates, How many people do you deal with here? How do you 
arrive at this figure of $175,000 ? 

Mr. Scorn. That has been our estimate on the basis of the number 
of days of usage, 

Mr. Yates. You must have had some basis for arriving at that 
figure. In 1956 the figure was $99,000. In 1957, it is $175,000. How 
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much have you obligated of the $175,000 which was authorized in 
fiscal year 1957 to date? 

Mr. Scuogn. I think about $75,000 or $80,000 to date. I would have 
to check that record. 

Mr. Tuomas. What do your records show? 

Mr. Scuoen. I don’t have the records here. I would have to check 
that back to the latest accounting records. 

Mr. Yates. How much money does the VA medical program pay out 
to consultants overall ? 

Mr. Scuoen. I can give you that. 

Mr. Yates. You do have doctors on your staff? 

Mr. Wits. About $10 million each year. 

Mr. Scuoen. It is $10,200,000 approximately, of which $8,900,000 
is directly in the hospitals, $960,000 in the outpatient program, and 
$400,000 in the various aspects of the research and medical adminis- 
tration part of it. 

Mr. Yates. How much travel do you allocate for consultants? 

Mr. ScHorn. The fees include the travel allowance. 

Mr. Yates. Do you have a special item of travel for consultants? 

Mr. Scuorn. No, sir; it is included in the fee that he is paid. 

Mr. Yares. Can you tell us how many consultants received the 
$10,200,000? 

The last item on this would be 1956; wouldn’t it? 

Mr. Scuoen. This amount of money, $10 million in fees, goes to 
about 10,000 different physicians; consultants, 4,949; and attendings, 
4,960. 

Mr. Yates. Consultants, 4,949. This is in terms of people? 

Mr. Scuoren. That’s right. There are actually approximately 
10,000 individual physicians. 

Mr. Yates. 4,949; these are doctors? 

Mr. Scuorn. Yes, sir. 

Mr. Yates, Who were the others? 

Mr. Scuoen. They are also physicians. There is a total of 10,000 
aa physicians. 

r. Yates. Why do you have them broken up? 

Mr. Scuoen. Because the consultant is paid a higher fee. The 
consultant is usually a board man, highly qualified professional indi- 
vidual of recognized stature. 

Mr. Yates. You mean a board member gets more than a doctor who 
isn’t a board member ? 

Dr. Mippteton. That isn’t inevitably true. 

Mr. Scuogn. No. 

Mr. Yates. I thought that is what you just told me. 

Mr. Scuoen. No. Usually a board member, a highly qualified 
physician of recognized standing, is considered a consultant. The 
attendings are physicians, perhaps general practitioners or specialists 
in the community, who supplement the staff of the VA hospital, nor- 
mney, where there is not adequate coverage in a specialty by full-time 
staff. 

Mr. Yates. They do not get paid as much as the board members? 

Mr. Scnoen. That’s right. They do not get paid as much as the 
consultants. 

Mr. Yates. Who establishes the fee ? 

88278—57—pt. 123 
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Dr. Mippteton. May I satisfy that.point? 
~” Mr. Yares. Sure. 

Dr, Mippreron. The position of an individual physician in the com- 
‘munity, his recognition, whether it be academic or otherwise, may 
determine his appointment as a consultant... A man who is younger, 
less well, established; even though he has his board certification may 
be an attending physician. 

So the board alone is not the determining factor, whether he is a 
consultant or an attending. 

Mr. Yates. Who establishes the fee? 

Dr. Mippteron. By. the manager in compliance with central. office 
policy. We have made a man-sized job for our managers in our indi- 
vidual hospitals. 

Mr. Tuomas. Which is a good thing. They are onthe ground. If 
they don’t know more about. it than somebody sitting 2,000 miles away, 
you had better close up the hospital. 

Dr. Mippteron. They have handed me the consultant definition here, 
if you wish it on the record. It is interesting. [Reading :] 

(a) Will be veterans unless approval in each case has been given by 
the Chief Medical Director. 

(6) Will be member of the faculty, of professorial rank, of one or 
another of the associated schools of medicine. 

(c) Will, as representatives of the schools of medicine, direct and 
be responsible for the educational training of residents. 

. (d) Will afford to the manager and the proper chief of service the 
benefit of their professional experience and counsel. 

(e) Will conduct their;duties through, and in cooperation with, the 
manager .and.the proper chief of service, and also, in matters of edu- 
cation and training, with the part-time attending staff—always, how- 
ever, coordinating with the chief of service. 

Mr. Yates. A consultant is a person ordinarily who is, brought in 
on special occasions, isn’t he, really, rather than an attending physi- 
cian?» I think in terms:of my own situation, I deal with my family 
doctor. When he calls in a consultant, it is a rare occasion ordinarily, 
for a particular purpose. 

Dr. Mippteron.. This. will vary with the station. If you are in a 
hospital medical center, you will find that the consultant may be called 
in more than once a month. 

Mr. Yates, How much more often ? 

Dr. Mippteron. Depending upon the manager’s requirements. The 
chief of professional service, upon the advice of the chief of service, 
will say, “I need the advice of this special surgeon.” 

Accordingly, he may come in and either direct or do a highly tech- 
nical operation. 

Mr. Yates. What is the most that any single consultant receives 
from the VA ; the most amount of money ? 

Dr. Mippieren.. There is a top limit of $7,000 annually, but he gets 
only $50 fer his particular visit, The attending may come in 2 or 3 
times a week, but he has a top level of $25 a visit, a top of $7,000 total 
annually, 
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Mr. Yarss. Do the consultants do teaching to your attending 
people? 

Dr. Mippteton. They do teaching to our own staff primarily, and 
have a very intimate relation in the training of our residents, adding 
strength from the teaching standpoint to the resident personnel. _ 

Mr. Yates. One of the reasons for my questions was, when I think 
of a consultant I think of somebody who does get $50 a day in terms 
of the fee I have to pay for him. I don’t see him very often. 

Of course, you may have to see a consultant more frequently in the 
VA. I just wonder whether there might not be an abuse of the term 
“consultant” for some people who would come every day, for example. 
That is why I was interested in your statement that no particular 
physician or consultant receives more than $7,000. 

Dr. Mippteron. He cannot receive more than a total of $7,000 
annually. 


Prostuetic TestinG AND DEVELOPMENT 


Mr. Tuomas. Mr. Reporter, insert page 9-27. This is the 
prosthetic and testing program. 
(The page to be inserted is as follows :) 


Cost summary by object 


l l ‘| ~ l 
| Increase (+) 


Actual, 
fiscal year 


Estimated, | 
fiscal year 


Estimated, 
fiscal year 
1958 


or de- 
crease (-—), 
1958 over 


Average employment: | 
Vib emporettai ie he eis be ab | 19 
Average salary. ...........-..-.-..- . $5, 880 5, 900 
Costs by object: 


01 
02 


03 
07 


09 
11 


15 


Personal services____._. 
Medical consultants. __- 
Travel: 

Employee ‘ 

FR eee 
Transportation of things. --__- 
Other contractual services __- 


Employees’ insurance, Public Law 598. 


Supplies - - - -- vive wt 
Equipment 


Grants, subsidies, and contributions | 
| 


(civil-service retirement) - -- 
Taxes and assessments. -._- 


Total, gross costs__. 


= on peepee iamrennenion 


(4, 230) 


3, 172 | 
53 | 


521 
848, 759 
(429) 

8, 925 
3, 793 


197 | 


987, 394 





116, 200 | 
(4, 500) 


3, 600 
200 

400 | 
857, 100 
(400) 

9, 800 
2, 900 


~ 100 | 


990, 300 





, 700 


, 600) | 


, 400 
300 


847, 000 


CEE Ineeneh nt ore 


11, 300 | 


6, 000 
6, 400 


100 |. 


1, 000, 000 





Mr. Tuomas. This program carries an average of $900,000 to 
6 or 7 years ago. 


$1 million every year, and has been since we set it u 
Where is most of this work done; in the New York o 


ce Q 


Mr. Scnorn. No, sir. On' page 9-82 is a listing of the contractual 
arrangements where contracts are made. 

Mr. Tuomas. Where is the office, though ? 

Mr. Scuoren. The basic office is in New York, sir. 

Mr. Tuomas. Let’s see how you spend this money. Bob Allen, I 
think, has done as much to stimulate, we will say, outside thinking— 
I don’t think you need any stimulation inside the administration—as 


anybody I know of. He eats and sleeps this program. 


I guess he is 


a big pee to you over in the office, too; isn’t he? I think if Bob had 


the time, 


for these kids. He is particularly gifted to it. 


1e would be a pretty good instructor on some of these devices 
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The personnel salary cost here is quite small. You have only 19 

people. Where are these people located ? 
r. Scooen. In New York, sir. 

Mr. Tuomas. What is the name of the doctor that is running that 
installation? He is quite an interesting gentleman. He has a streak 
of genius in him, according to this book. He eats it and sleeps it 
and knows his subject. What is his name? 

Dr. Wotrorp. Dr. Murphy. 

Mr. Tuomas. Where did you find him ? 

Dr. Wotrorp. He is a disabled veteran, as you know, and he was 
taken on in about 1946. 


COST SUMMARY BY OBJECT 


Mr. Tuomas. He is worth his weight in gold to this program. The 
salary cost here is about one-seventh of the entire program. It is 
$121,700—an increase of $5,500 over last. year. Travel has increased 
$2,800. Your other contractual services is a minus $10—$847 against, 


$857. 


OTHER CONTRACTUAL SERVICES 


Put 9-32 in the record. 
(The document to be inserted is as follows :) 


PROSTHETIC TESTING AND DEVELOPMENT 


Comparative extra-V A prosthetic testing and development obligations 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 


Artificial limbs: University of California, New 
Pi University, National Academy of 


iences 

Blind aids: Haverford College, University of 
Southern California, Pomona College, Brook- 
Industrial Home, Catholic Guild for the 
lind, North Carolina Division for the Blind, 
Intelligence Machine Research Corp., Uni- 

versity of Texas 
Opht ic lenses: National Bureau of Stand- 


Braces, canes, and crutches: Franklin Institute, 

Massachusetts Institute of Technology, 

Massachusetts General Hospital, Harvard 

University 
Aids for deafened and hard of hearing: North- 

western University, Wayne University, 

Houston S h and Hearing Center, Stan- 

ford Speech and Hearing Center, Cleveland 

8 h and Hearing Center ‘ , +4, 400 
Ort ¢ shoes +5, 000 


—10, 300 


$796, 200 $700, 000 





Mr. Tuomas. In your categories of activities, artificial limbs, blind 
aids, what is this word here, “ophthalmic lenses”? What does that 
mean ? 

Mr. Hietxy. A “long” cane for blind people. 

Mr, Tuomas. You are spending money on canes, aids for the hard 
of hearing, orthopedic shoes—six classifications. How much money 
are you spending for orthopedic shoes? 
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ae Scuoen. This is $5,000, but that is the design aspect of the 
oes. 

Mr. Trxosas. That is a new item, isn’t it? You haven’t been carry- 
ing it ? 

r.ScHoen. Thatisright. Itisanewcontract. 

Mr. Tuomas. You have a shop in the New York office which you 
cannot operate free of charge. What does that cost you? What do 
you make there? Do you make limbs? Do you make some shoes? 

Mr. Scuogn. That is right, sir. 

Mr. Tuomas. What else do you make? 

Mr. Scuoen. Braces, special types of braces and appliances, 

Mr. Tuomas. There is your biggest single expense right there. 
Where is it set out in your budget ? 

Mr. Scuoen. It is $160,000. It is not shown as a separate item. 

Mr. Tuomas. Other contractual services? Where? 

Mr. Scuoen. No; it is the difference between the $843,000, which 
is the contractual part of the program, and the $1 million, which 
is the total. 

Mr. Tuomas. Is this your complete breakdown on page 9-32 of 
your 07 objects ? 

Mr. Scuoren. That is the breakdown. That is where the large bulk 
of this money goes—$843,500. 

Mr. THomas. Have you any expenditures in any other part of your 
budget for this same or similar type of work? What about the out- 
patient clinics? What about the inpatient—— 

Mr. Scuoen. Not of a developmental nature; no, sir; not the devel- 
opment of limbs. There is, of course, a very large prosthetic-appli- 
ance cost for appliances issued to veterans. 

Mr. Tuomas. How much money are you spending with the National 
Bureau of Standards? What does “ophthalmic” mean ? 

Dr. Mippieron. That is eye. 

Mr. Tuomas. I understand, but what does the last of it mean? What 
kind of lens is it, in other words? Any special type? 

Dr. Mippteron. Any lens, sir. 

Mr. Tuomas. This is a generic term here covering lenses? 

Dr. Mippieron. All types. It may be contact lenses; it may be 
lenses like you and I have. 

Mr. Tuomas. It looks to me as if this is about a $5,000 word here. 
It goes up $5,000. What did you use last year? Yes, you used that 
word “optical lenses,” and it only cost $5,000. This year you changed 
this fine word here, and it goes up to $10,000. 

Dr. Mippetton. No, sir; it has gone the other way. 

Mr. Scuoren. We closed the contract out in 1957. There wasn’t 
anything spent that year. In 1958 we are spending $5,000. 

Mr. Tuomas. How much money are you spending at the University 
of Southern California for blind aids? What is the nature of those 
aids? What are you experimenting with there? 

Mr. Scuoen. The largest one there is the one at Haverford Col- 
lege. I believe that is the largest element of the $77,000. That is an 
electronic device that they have been working on. 

Mr. Tuomas. You have 7 or 8 institutions where you are spending 
$77,000 total. How much money are you spending at Haverford Col- 
lege? What is the nature of the research? How much? 

Mr. Scuoen. I will have to secure that detail, sir. 
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Mr. Txomas. Can you help him out? What about-the University 
of Southern California? How much money, and what is the nature 
of the research ? 

Mr. Scuoen. I will have to secure that detail, sir. 

Mr. THomas. Pomona College, what about that, the nature of the 
research and the amount of money ? 

Mr. Scnoren. We do not have that detail, sir. 

Mr. Tuomas. I want to know about these braces, canes, and crutches. 
Franklin Institute, how much money are you spending there and what 
is the nature of research ? 

(The information requested is as follows :) 


Estimated, 
| Proposed contractor fiscal year 


er a 


1. Artificial limbs: 
LE and UE fundamental research 


Fundamental research, clinical studies, develop- | University of California 
mental research, biotechnical studies, prosthetic 
education program. Berkeley -.-- 
Los Angeles 


The lower extremity amputee research project, 
Engineering School, Berkeley. Under this 
contract the University School of Engineering is 
responsible for the fundamental studies of loco- 
motion, development of devices and components 
for leg amputees, and the development of 
techniques for application of artificial legs. Co- 
operates closely with the lower extremity 
amputee project under the School of Medicine 
where the fundamental studies of the medical 
pretense of the lower extremity amputee are 

ing conducted. The department of engineer- 
ing, University of California, Los Angeles, is 
responsible for the fundamental studies of 
functions of the upper extremity and the devel- 
opment of criteria for artificial arm components. 

Prosthetic devices study and education 
Under this contract the university is responsible 
for the evaluation of all devices and techniques 
developed within the artificial-limb program. 
Evaluation is conducted initially under laboratory 
conditions to determine the effect of new devices. 
Later studies are conducted under clinical condi- 
tions throughout the United States before the 
recommendation of acceptance or rejection is made. 
National Academy of Sciences + ER 


Administrative 
Publieations---- ikaneodese aan dupes a 
REE CRORE diss one des daha pak ho dines ene 


The Prosthetics Research Board, National 
Academy of Sciences, conducts general coor- 
dination of the artificial limb program sponsored 
by the Veterans’ Administration, Department 
of the Army, the Navy, and the Department of 
Health, Education, and Welfare. The Pros- 
thetics Research Board publishes a journal, 
Artificial Limbs, designed to help and keep the 
orthopedic clinic team personnel informed of 
the findings of the research program. It is also 
the responsibility of the Prosthetics Research 
Board to have manufactured experimental 
devices required in the evaluation phase of the 
program, 
Problems of older amputees_____.____. : Northwestern University, 59, 000 
Northwestern University conducts studies for the Rehabilitation Institute |—————= 
development of clinical procedures in the manage- of Chicago. 
ment of both upper and lower extremity amputees 
with a special reference to the geriatric amputee. 
The mechanical development of devices for the vari- 
ous groups is undertaken for study concurrently 
= the clinical evaluation of the amputees’ prob- 
ems. 
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Detailed breakdown and description of prosthetic contractual research program—Con. 


Estimated, 
Proposed contractor | fiscal year 
1958 


— nn i ee ae | eee Se 


Pressure between braces and body 7, 500 
Pressures between leg brace bands or back braces 

and body will be measured during standing, walk- 
ing, bending and other activities. Pressure gages 
developed in past research and currently being re- 
fined will be adapted for these measurements. The 
measured pressures will be compared with estimates 
of skin tolerance over soft tissue and over bony 
prominences. If, as anticipated, the pressures 
necessary for adequate correction of deformities are 
dangerously or uncomfortably high, pulsating 
cushions or pads will be designed to-press alternately 
on adjacent areas while allowing ventilation and 
fresh blood circulation in the areas temporarily re- 
lieved of pressure. Design work will strive for 
simple portable methods of providing alternating 
pressure automatically by ordinary body motions 
such as walking or movements of the torso. The 
goal is logical design of supporting and corrective 
braces. 

Biomechanics of braces. _................---.-.....-....| MIT, MGH, Harvard | 

Past studies of back braces using pins drilled into Medical. 
vertebrae to supplement X-rays led to a new design 
now being evaluated clinically on over 100 patients. 
Further fundamental studies of support provided 
by braces will use stereoscopic photographs of brace 
wearers analyzed at MIT for relative motions of 
targets on the body and the brace by photogram- 
metry techniques used in surveying support of body 
parts and shearing between skin and brace may be 
studied. 
3. Aids for the blind 





Guidance devices and reading aids 
Further refinement of a detector for steps and 
similar hazards will be undertaken to insure greater 
reliability. An international conference of scien- 
tists and workers in related fields is planned to 
exchange information and techniques. 
. owswennwcnccccnescctundesoddduaqucel BYOUREyN Entre: Brome 
Catholic Guild for the 
Blind; N. C. Division for 
the Blind. 
Transistorized obstacle detectors are being built 
in fiscal year 1957 by Haverford College. These are 
to be tested systematically by three groups of blind 
persons under well-known agencies with wide 
experience in travel techniques. Urban, suburban, 
and rural areas posing various challenges of traffic, 
sun, rain, and snow, will be used. 
Reading machines- --.--.-..---- Intelligence Machines Re- 
At the second Conference on Reading Machines search Corp. 
for the Blind organized by the Prosthetic and Sen- 
sory Aids Service a facsimile service was suggested. 
A machine in the blind person’s home would trans- 
mit a facsimile of correspondence, magazines, books 
or other material to a sighted anonymous operator 
in a central office who would then read the material 
orally over the telephone line. Consultants on de- 
vices for the blind expressed a desire to see such a 
system tested. After the 4th conference, the Intel- 
ligence Machines Research Corp. and its employees 
offered to conduct preliminary studies in fiscal year 
1957 without cost to the VA. It is expected that 
further and much more extensive development will 
be conducted in fiscal year 1958 on IMR ’s plan for 
adapting a simple home-type direct translating 
reader to serve as the input to the facsimile system. 
The blind person guiding the reading pencil or pho- 
toelectric pickup by hand would listen to the tones 
generated and thus find and stay on the line of type 
even though he did not translate the sounds into 
meaning at the speed used. Eventually, in many 
cases, the blind user will learn to identify the sounds 
directly so he will only need the help of the facsimile 
service in unusually difficult cases. While an ex- 
perimental Phone-a-Vision facsimile and television- 
using telephone circuits has been described by Bell 
Telephone Laboratories, their representative at the 
conferences has not felt that it would directly meet 
the needs of the blind. 
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3. Aids for the blind—Continued 


Ai 


4. Canes and crutches 


6. Aids for the deafened and hard of hearing 


ds 
Test of tactile output of reader. 
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acsimile reading machine..-.............--..---------- 


Adaptation of commercial facsimile equipment 
comparison will be made of the IMR plan with 
adaptation of commercial facsimile transmitters and 
receivers used for newspaper photographs, etc. 
The chief goals would be to reduce cost of the trans- 
mitter, allow handling of flat sheets or bound books 
an‘ simplify control by a blind person. 


OO II gn sitions Th en dd nih audi ainieny ciatinle 


Prof. Burton Henke, a partially sighted physicist 
of Pomona College, has built an experiemntal and 
direct translating reader for the blind using a type- 
writer carriage to move the material to be read. 
This development was under private sponsorship. 
While the reading s was very low this work 
has given Dr. Henke ideas for further improve- 
ment for which he has requested VA support. He 
plans to present audible information to the left 
and right ears with such differences in phase and 
intensity as to create the impression of shapes of 
letters outlined by loudspeakers mounted on a 
wall somewhat similar to the moving electrically 
lighted signs conveying news to sighted observers. 
Preliminary study of this novel idea probably in 
mockup form will be conducted in fiseal year 1958. 


Audible output of reader___- 


In fiscal year 1957 USC is completing studies of 
improved methods of pronouncing names of letters 
to provide a spelled output at once from teletype- 
setter tapes used in the printing industry or even- 
tually from recognition-type cane machines 
when they can be redu in cost. In the USC 
studies vowels except ‘‘e’”’ and a few consonants are 
accented. Inflections are varied and the names of 
letters are so pronounced as to connect in a rhyth- 
mical speech-like effect rather than a staccato 
burst of monotone. Using a machine to be started 
in fiscal year 1957 it is hoped that large volumes of 
text can be recorded on magnetic tape and tested 
in fiscal year 1958 far more extensively than has 
Seem feasible by manually splicing tape for each 
letter. 


For many blind persons who learn by touch more 
easily than by hearing and for reproduction of dia- 
grams and graphs a tactile output for a reading 
machine is preferable to the audible forms described 
above. The psychology department of the Univer- 
sity of Texas which for some years has worked on 
various problems of blindness will study tactile 
outouts of several forms. One developed by the 
University of Texas translates shapes of letters or 
diagrams into raised dots. In another, the Faximile 
Visagraph, the character or diagram is reproduced 
as a sharpened and enlarged image embossed in 
aluminum foil. After revision of the machine in 
fiscal year 1957 it will be used on a test basis to supply 
diagrams for the tape recorded (science for the 
blind) as well as psychological evaluation by the 
University of Texas. 


De II oie cikeegeenspcidibéninninnnnn<s ; 


In this study a variety of clinical types of hearing 
impairment will be tested for efficiency of reception 
of speech stimuli through three types of hearing-aid 
systems. One system will be single channel and 
monaural. The second will be single channel but 
stimulate both ears. The third will be dual channel 
where each ear receives the stimulus pattern independ- 
ently. The results of this study will indicate the 
advisability of fitting veterans with binaural hear- 
ing aids. Aside from this important contribution 
there should result added information about human 
audition which may benefit the prosthetic program. 


Detailed breakdown and description of prosthetic contractual research program—Con 


Proposed contractor 


SE Bencnsareneucend ss 


Pomona College... -- 


Univ 


ersity of Texas. ._. 


VAPC and contractor to be 
selected. 
National Bureau of Stand- 





ards. 


Northwestern University - - . 


Estimated, 
fiscal year 
1958 


$10,000 


| 5, 00 


3, 000 
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Detailed breakdown and description of prosthetic contractual research program—Con. 


Estimated 
Proposed contractor fiscal year 


1958 


6. Aids: 


means of improving sound conduction in middle | 
ears damaged by blast injuries or by infections. An | 
ointment prosthesis to block the sound window and 
reestablish preferential sound conduction through 
the oval window has already been developed, al- | 
though clinical tests will continue to define further 
indications for its use. In fiscal year 1957 animal | 
experiments were begun on a cartilage implant 
between the eardrum membrane and stirrup to 
provide a re replacement for lost hammer 
and anvil bones. In fiscal year 1958 Wayne Uni- 
versity intends not only to continue the cartilage 
implant studies but to attempt also the reconstruc- | 
tion of eardrum membranes by a small skin graft. 
Although such operations have sometimes been 
performed on humans in Europe, systematic animal 
experiments are needed. 
2 | a 
Binaural leuana’ ‘ ....-| Houston Speech and Hear- 
ing Center. | 
The purpose of this study is to explore and define | 
the relationships between user judgment, clinical 
performance, and physical characteristics of hearing 
aids. Each patient will make subjective appraisals 
of the quality and performance of his hearing aid. | 
The patient will then be given an audiological ex- | 
amination while using his hearing aid, after which | 
physical measurements will be made of his instru- 
ment. It is hoped that the data will assist the VA | 
to determine what subjective qualities are most | 
important to users of hearing aids and thus help fur- | 
nish criteria for VA purchase and selection of aids. 
Binaural_. . ee Stanford Speech and Hear- 
ing Center. 





Past work at Stanford has studied the inerease in 
loudness sensation of binaural hearing compared to 
use of a single ear. Further studies of binaural | 
hearing will emphasize localization of sound sources, 
particularly by a pilot sample of blind subjects | 
having various degrees of hearing loss. The lab- 
oratory results will be compared with clinica] experi- 
ences of the subjects. 

6. Aids, binaural. .___._- Remit Skcakaee Cleveland Speech and Hear- 
ing (cooperating with 
Cleveland Society for 
Blind on clinical problems, 
acoustic plus visual 
impairment). 

The whole gamut of problems of those with combina- 
tions of acoustic and visual impairment deserve to be 
explored. The most severe case, total deafness plus total 
blindness, is obviously most serious. Helen Keller and 
others have overcome these handicaps to the extent of 
college degrees. The hard-of-hearing person, though, | 
should be studied to determine the effect of reduced 
visual acuity on lipreading. At the other end of the 
range the effect of loss of high-frequency hearing on 
auditory obstacle detection by the blind should be 
studied since high-frequency hearing far beyond that 
needed for speech has been demonstrated to be essential 
in location of obstacles in so-called facial vision, really 
neither facial nor visual but related to hearing of 10,000 
cycles per second or higher. 

7. Shoes, orthopedic. = . ...| VAPC plus contractors to 
be selected. 








In 1957 a motion picture on measurement and prescrip- | 
tion of orthopedic shoes will be made. Preliminary dis- 
cussions have been held on pressure between orthopedic 
shoes and feet and on points to be checked during check- 
out of shoes. Plans were started for an exhibit before | 
medical meetings on indications for prescription of | 
orthopedic shoes in some cases as well as less expensive 
modifications of stock commercial shoes when less 
damage to the foot is encountered. In 1958 more basic 
studies are contemplated to evaluate pressures in relation 
to wedging and other corrections, to refine standards and 
checkout procedures, and to improve the logical basis for 
preparing lasts and patterns from the cast and measure- 
ments of the disabled foot. 





SSS 
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EDUCATION AND TRAINING 


Mr. Tuomas. Let’s turn to page 9-33, Education and Training. 
Mr. Reporter, please insert 9-33 in the record. 
(The page referred to is as follows:) 


Cost summary by object 


| Increase (+) 
Fiscal year Fiscal year Fiscal year or de- 
Costs by object 1956 1957 1958 crease (—), 
actual estimated estimated 1958 over 
1957 


Br 

$490, 000 | $710, 000 
Transportation of things : . 6 6, 000 | 6, 000 
Communications... __-- i 38 2,000 | 2, 000 
Rents and utilities, , motion- -picture ‘film _- 7, 000 | 7, 000 
Other contractual services 430, 305 517, 800 | 495, 000 
Supplies and materials \ 181, 822 242, 200 230, 000 
Equipment 113, 189 125, 000 110, 000 


Total gross costs 1, 115, 976 1, 390, 000 "560, 000 +170, 000 








COST SUMMARY BY OBJECT 


Mr. Tuomas. Your total bill here for all your operations—this is 
purely for services, no salary costs in here, is there ? 

Mr. ScHoen. No, sir. 

Mr. THomas. How many people are there involved for $1,560,000, of 
which $710,000 is for travel? Supplies and materials, $230,000. 
Other contractual services here ? 

Mr. Scuoren. That would be tuition and things of that sort. Of 
course it is mostly tuition, fees for lecturers and physicians-in-resi- 
dence. 

Mr. Tuomas. Where are you sending them to school ? 

Mr. Scuoen. That would be to the medical schools, special training 
institutes. 

Mr. THomas. Let me see if I can help you out now. I will read the 
narrative. You don’t put too much in here. Turn to page 9-87. 
Maybe this paragraph will give us a little help. 

Program budgetary considerations.—This estimate provides for an increase of 
$220,000 for the travel of professional personnel to educational details. This 
increase is entirely in the postgraduate and in-service training phase of the 
program. It should be noted that the total estimated increased cost of opera- 
tion of the entire education and training program in fiscal year 1958 is $170,000, 
or $50,000 less than the increased travel requirements. Toa great extent, this 
represents economies which can be effected * * *. 

If we were to halve that with you, would it hurt your program any, 
that $1,560,000 program ? 

In the first place, how many people are enjoying the benefits of this 
program ¢ 

WORK FACTOR SUMMARY BY ACTIVITY 


Mr. Scuoen. I think the table starting at 9-36, comparative work- 
load summaries 

Mr. Tuomas. Will you insert the table here on program trends. 
Let’s put the last half of the page in. 
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(The document to be inserted is as follows :) 


As indicated in the following work factor chart, this estimate provides for the 
travel of a total of 4640, or 3.5 percent of the total number of VA hospital and 
clinie personnel to educational details, an increase of 2,098 over the fiscal year 
1956 level, and 1,440 over the estimated fiscal year 1957 level: 


Comparative work factor summary by activity 


Number of units 


Activity Work factor Increase 
Fiscal Fiseal Fiscal (+) or 
year 1956 year 1957 | year 1958 decrease 
actual estimated | estimated (—) 1958 
over 1957 





Residency and intern- | VA residents and interns | 200 | 
ship training. requiring tuition funds. 
Postgraduate and in- | Lectures at VA _ hospitals 2, 023 
service training. and clinics. 
Physicians-in-residence and 50 

dentists-in-residence. | 
VA hospital and clinic per- 3, 200 | 
sonnel requiring travel | 
funds for educational pur- | 


poses. 
VA hospital and clinic per- | 
sonnel requiring tuition 
| funds. 
Medical art and photo- | Medical illustration labora- 
graphic. tories, 
Film rentals_- 
Medical films. ........--- | Reels of film produced con- 
tractually by Department 
of Agriculture. 














EXPLANATORY NOTES 


Activity Work factor Work unit 


ternship training. tinuing advances in medicine increase the training 
required in the various medical and dental specialities. 
Academic courses are used in conjunction with the 
clinical and on-the-job type of training for certain 
specialties such as psychiatry, neurology, ophthal- 
mology,ete. Togive the needed courses, tuition funds 
are expended with medical schools and related institu- 
tions. This is necessary so that VA residency training 
programs may retain their approved status according 
to national training standards. 

Postgraduate and Lectures at VA hospitals and clinics: Advances in medi- | Lecture. 
in-service training. cal knowledge are communicated through the personal 
visits of leading authorities in specialty fields. These | 
visits supplement other training methods. The num- 
ber of lectures averages somewhat less than 2 per year 
for each hospital in each of 6 medical specialties. 

Physicians and dentists in residence: National medical | 1-week visit of physician 
leaders visit the more remote VA hospitals for 1 week or dentist in residence 
periods of teaching and consulting. This brings those in a hospital. 
advances in medical knowledge developed at medical | 
centers to the local medical and dental staffs, and | 
makes it unnecessary for them to be sent elsewhere for 
needed instruction. 


participating. 


| 
Residency and in- | VA residents and interns requiring tuition funds: Con- The number of residents 
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EXPLANATORY NOTES—Continued 


Activity Work factor Work unit 
Postgraduate and VA hospital and clinic personnel requiring travel funds | | Number of travel details, 
in service training | for educational purposes: The VA hospital system 
employs approximately 40,000 professional and tech- 
nical medical personnel. The education program pro- 
vides the opportunity for approximately 750 of these 
individuals to participate in the educational activities 
of national organizations to improve and advance the 
medical and technical knowledge of their professions. 
This participation is essential to assure that personnel 
working in the VA medical programs maintain their 
proficiency and professional skills, in view of the rapid | 
advance in the medical sciences, and provides for the 
application of the most modern techniques in the care 
of veteran patients. As an additional part of the 
pa to maintain high quality medical care in VA 
ospitals, VA full-time medical and technical staff 
members are assigned to other VA hospitals for short 
periods of time to participate in conferences on medica! 
subjects, to receive instruction, and to act as instruc- 
tors. Through these activi ies, they disseminate the 
latest advances in medical knowledge to all hospitals 
regardless of their geozraphic remoteness. 
VA hospital and clinic personnel requiring tuition funds: | A formal course. 
Full-time medical personnel are sent to schools of 
higher learning so that they may learn of thore de- 
velopments since the end of their periods of formal 
education which on-the-job training and the lecture | 
programs cannot provide. 
Medical art and | Medical illustration laboratories: These prepare pictorial A laboratory. 
photography. |} and graphic documentation of records and audiovisual | 
| _ aids for training purposes. 
| Film rentals: Visual teaching methods are an integral | Number of films. 
part of any training program. Films of medical teach- 
ing value are produced commercially and they are 
rented for showing to the medical staff as part of the 
training program. 





| 


Mr. Tuomas (reading) : 


As indicated in the following work-factor chart, this estimate provides for the 
travel of a total of 4,640, or 3.5 percent of the total number of VA hospital and 
clinic personnel to educational details, an increase of 2,098 over the fiscal year 
1956 level, and 1,440 over the estimated fiscal year 1957 level. 

If you are just going to take everybody in the place and shuffle them 
around all over the country, is the program worthwhile? I thought 
you had a specialized training program. 

Dr. Middleton, you had better talk about this. 

Dr. Mippteton. Yes, sir. The program naturally implies two dif- 
ferent directions of movement. In the first place, there are a num- 
ber of outlying stations where there are medical men who have little 
contact with the normal flow of medical information and growth, who 
will be brought in to the medical centers for periods of professional 
refreshment. 

There are individuals in the larger medical centers who are espe- 
cially qualified who will be sent out to outlying stations in the intra- 
VA program for educational purposes. 

Mr. Tuomas. Doctor, may I interrupt you? Do you take your 
young interns? 

Dr. Mippteton. I am sorry, this does not affect the interns and resi- 
dents. This has to do with the career personnel and the men who are 
regularly involved in this inservice training program. 

Mr. Tuomas. You have a factor here. You said VA residents and 
interns requiring tuition funds. 






















363 


Dr. Mippteton. Yes, sir. That is entirely a separate item. There 
are requirements in certain of the specialites for basic courses. For 
example, anatomy or physiology of the eye. You cannot have the 
resident. in ophthalmology, or the eye, who is fitted for training and 
for practice of ophthalmhology without some basic courses. 

Those courses that we are unable to give ourselves in VA hospitals 
we pay for tuition in the medical schools. 

Mr. Tuomas. After all is said and done, all of this doesn’t look too 
good, but you are really brushing up your personnel here, which is a 
highly important thing to do. 

Dr. Mipp.eron. It is necessary. 

Mr. THomas. You take your young ones and you give them this 
extra training. You take your older ones and give them this extra 
training. 

Can you enlarge on your travel? How much money did you spend 
in your travel last year ? 

Dr. Mippieron. May I take the third item up while Mr. Schoen is 
looking up travel? 

(T he information requested is as follows:) 

The information requested on travel for education and training is furnished 
herewith: 

The travel expenditure for fiscal year 1956 was $384,217, and the estimate for 


fiscal year 1957 is $490,000. The request for $710,000 for fiscal year 1958 is 
detailed as follows: 


Number of | Average | Total 
details cost 


Category of travel 








Inservice training: 
Full-time medical personnel attending educational con- 
ferences on specific problems of concern to professional 
rian gigi a 667 $150 $100, 000 
Duty assignments of medical personnel to “hospitals to 
give instruction and demonstrating new techniques in 
I I CI ccireigugemdudnddncdatutuwaltnivnt | 3, 200 50 160, 000 
Duty assignments of medical personnel to hospitals to i 
receive instruction and learn new techniques in medical 








Postgraduate education: 
Full-time medical personnel to participate in meetings of 
associations for the promotion o! medical and related | | 
OND xsiccscccwsnntdnnnccc cesses -| 750 | 200. 00 | 150, 000 
Duty assignments of full- time employees in schools for | 
formal courses of training to increase their snes ssional | | 
knowledge or technical training. | 600 250. 00 150, 000 
Participation of above personnel in conferences of national 
scope on specific health problems of concern to veteran | 
Rs sccascibenbitetaiaiininnpandscowgus cnanieanwibeendl 250 200. 00 | 50, 000 
iciesintalall 


Pa a ekincd cde te ee icsicancs 














Comp CI iit ctec sete cicn acct 


Mr. Tuomas. Go ahead. 

Dr. Mipptetron. The program in which I am personally interested 
is the physician or surgeon in residence. We have these isolated 
stations where there is the necessity for maintaining a high level of 
service; and yet not the opportunity for the refreshment, profession- 
ally speaking. 

We send in to those people tried men, teachers. Take Dr. Hugh 
Morgan from Vanderbilt. We send him to one of the isolated sta- 
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tions for a period of 5 days to a week. We take Dr. James Waring 
from Denver and send him down to Outwood, Ky. 

Mr. Tuomas. If you had to pay these people what they were worth, 
it would breaka bank. You are getting them for practically nothing; 


aren’t you 
Dr. Mippteton. That is right. 
program. 


Mr. Tuomas. I think that is enough, Doctor. 


INPATIENT CARE 


Program and financing 


Program by activities: 
Direct costs: 

1, Maintenance and operation of hospitals: 
(a) Neuropsychiatric hospitals -............--.- 
(6) Tuberculosis hospitals 
(c) General medical hospitals 

2. Contract hospitals: 
ey ee MO oo hace cueccne 
(b) Municipal and State hospitals 
(c) Federal hospitals_- Dd ee edna nists ore 

3. Maintenance and operation of domiciliary facilities: 
(a) apa of Veterans’ Administration 

i ee tele clkceirinns pies ai 

(6) State homes 


Total direct program costs 
4. Relation of costs to obligations: 
Obligations incurred for costs of other years, 
tnenasdovedecnemenseres ppunipehs snadonanipaig 


Total direct program (obligations) 
Reimbursable costs (obligations): 
1, Maintenance and operation of hospitals: (c) Gen- 
eral medical hospitals a 


Total program (obligations) .............-.-.--- 
Financing: 
Advances and reimbursements from— 
Other accounts 
Non-Federal sources (38 U. S. C. 701, 25 Stat. 450)-__-- 
Unobligated balance no longer available 


Appropriation 





1956 actual 


$200, 657, 57: 
49, 793, 239 
357, 423, 518 


5, 294, 327 
1, 703, 392 
6, 056, 546 


22, 912, 996 
5, 501, 448 


649, 343, 039 


187, 797 | 


1957 estimate 


$206, 600, 000 
49, 579, 000 
363, 830, 000 


4, 687, 000 


1, 720, 000 
6, 874, 000 


23, 680, 756 
5, 761, 000 
662, 731, 756 


168, 244 


It is a very, very inexpensive 


1958 estimate 


$219, 260, 000 
51, 040, 000 
387, 666, 000 


4,417, 000 


1, 598, 000 
6, 919, 000 


24, 480, 000 
6, 370, 000 
701, 750, 000 


250, 000 





649, 530, 836 


6, 916, 048 


662, 900, 000 


7, 216, 900 


702, 900, 000 


6, 656, 000 





656, 446, 884 


—3, 417, 937 
—3, 498, 111 
259, 764 | 


70, 116, 900 


—3, 521, 300 
— 3, 695, 600 


708, 656, 00 


—3, 256, 000 
—3, 400, 000 





649, 790, 600 





Obligations by objects 


VETERANS’ ADMINISTRATION 


Total number of permanent positions_-............-- 
Full-time equivalent of all other positions_----_- 
Average number of all employees ------ 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Awerese Gaiety .........-....... 
Average grade sia 
Ungraded positions: Average salary---..-.-.-- ; 


01 Personal services: 
Permanent positions__........-~- 
Positions other than permanent-_-- 
Regular pay above 52-week base _ - 
Payment above basic rates_-.--- 


"TREE POCORN COT VIONG..05 onc se cnndecdn-secenes ‘ 





1956 actual 


$3, 809 
GS-3.8 
$4, 381 


| 
$473, 527, 843 | 
25, 903, 950 | 
, 871, 554 
, 915, 351 | 





512, 218, 698 


662, 900, 000 


1957 estimate | 


$3, 849 
GS8-3.9 


$4, 374 


$482, 470, 000 
26, 592, 000 


“11, 035, 000° 


520, 097, 000 | 





1958 estimate 


121, 130 

4, 456 
124, 057 
134, 926 


$3, 860 
GS8-3.9 
$4, 382 


$490, 693, 500 
26, 684, 000 

1, 939, 500 

11, 046, 000 

530, 363, 000 
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Obligations by objects—Continued 


Direct obligations: 
01 Personal services_...----.- 
02 Travel: 
Employee 
Beneficiary 
Transportation of things 
Shipment of bodies. - . 
Communication services 
Rents and utility services... .__-- 
Printing and reproduction. 
Other contractual services... ---- 
Medical and dental fees___--_-- 
Supplies and materials 
Provisions 
Equipment. 
Grants, subsidies and contributions 
Contribution to retirement fund -- 
Refunds, awards, and indemnities._- 
Taxes and assessments... 


03 
04 
05 


06 
07 


08 


09 
ll 


13 
15 


Subtotal__ ; 
Deduct charges for quarters and subsistence 
Total direct obligations. --__....-- 

Reimbursable obligations: 

01 Personal services. 

08 es and materials__ 

rovisions. 
09 Equipment_--_- 


Total reimbursable obligations... 
Total, Veterans’ Administration 


ALLOCATION TO BUREAU OF MINES, 


INTERIOR 


DEPARTMENT OF THE 


Total number of permanent positions. 
Full-time equivalent of all other positions __. 
Average number of all employees. _-_- 
Number of employees at end of year__ 


Average salaries and grades: 
General schedule grades: 
Average salary _- 
Average grade ‘ 
Ungraded positions: Average sale ary ened 


Personal services: 
Permanent positions aia 
Positions other than perm: anent 
Regular pay above 52-week base 
Payment above basic rates 


Total personal services 
Transportation of things 
Communication services 
Rents and utility services 
Other contractual services - - - 
Supplies and materials 
Equipment 
Taxes and assessments __ 

Total, Bureau of Mines-- 


ALLOCATION TO QUARTERMASTER CORPS, 
OF THE ARMY 


DEPARTMENT 


Total number of permanent positions_................-.------ 


Average number of all employees fake SG Pathe MI aa G- eiag IGS "5° TF 
Number of employees at end of year. -- ic qwatinebeineamatl 


Average salaries and grades: Ungraded positions: 
En caidhincictinwernntenen ata cick hniee asin tones ae 


Personal services: Permanent positions 


Total obligations 








1956 actual 


$506, 393, 698 


335, 973 
554, 730 
506, 914 
181, 670 

2, 505, 330 
, 771, 529 
633, 929 

, 400, 885 
544, 287 
53, 923, 931 
3, 153, 526 
», 761, 699 
501, 424 


186, 604 
267, 102 





659, 623, 231 | 
10, 166, 397 | 


_ 649, 456, 834 } 


5, 825, 000 
637, 000 
387, 000 

67,048 | 


ahi 
6, 916, 048 | 


372, 882 } 


Average | 


656, 446, 8 


673, 206, 


1957 estimate | 
| 


000 | 
56, 500 | 

2, 500 

9, 000 

, 000 

5, 000 | 

10, 923, 000 | 
66, 000 | 

24, 231, 000 
530, 000 
57, 063, 800 | 
45, 645, 000 | 
8, 367, 100 | 
5, 761, 000 | 


$514, 019, 





195, 
216, 
900 | 
10, 367, 900 | 
662, 839, 


00 |_ 


6, 078, 
665, 
404, 

69, 


000 | 
000 | 
000 | 
900 | 
7, 216, 900 


670, 055, 900 | 


$3, 046 | 
61, 000 


670, 116, 900 


1958 estimate 


$524, 758, 000 


402, 000 

2, 633, 500 
460, 000 
199, 000 

2, 525, 000 
10, 926, 000 
826, 000 

23, 733, 000 
520, 000 

57, 519, 000 
46, 061, 000 
5, 527, 000 
6, 370, 000 
31, 043, 000 


713, 697, , 500 
11, 758, 500 


701, 939, 000 


5, 605, 000 
613, 000 
372, 000 

66, 000 


6, 656, 000 


708, 656, “000 
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Budget authorizations, expenditures and balances 





195 6actual 


1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


ee 
Obligated balance brought forward___..._-- 
Restored from certified claims account - - 


$649, 790, 600 
42, 245, 957 


$662, 900, 000 
33, 366, 382 | 
500, 000 | 


696, 866, 382 


$702, 000, 000 
34, 392, 000 


Total budget authorizations available__--- - 692, 036, 557 








EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations ----- -- 
Out of prior authorizations _ 


615, 985, 661 | 
40, 163, 910 | 


| 


628, 429, 000 | 
32, 645, 000 | 


663, 572, 000 
33, 061, 000 








Total expenditures 661, 074, 000 


Balances no longer available: 
Unobligated (expiring for obligation) 
Other_- 

Obligated balance carried forward - 


696, 633, 000 

295, 764 | 1 é 4s 
2,160,840 | 1,400,382 | 1, 532, 000 
33, 466, 382 | 34,392,000 | 38, 227, 000 


_.-| 692, 036, 557 | 


656, 149, 571 





Total expenditures and balances-- | 696,866,382 | 736, 392, 000 


| | 
' 





Let’s look at the big program, “In-patient care.” Mr. ibieebtix, 
will you put pages 10-1 and 10-2 in the record, and also 10-3. 
(The documents to be inserted are as follows:) 


INPATIENT CARE, $702,000,000 


Cost summary by object 


| Increase (+) 
Actual, Estimated, | Estimated, | or de- 
fiscal year fiscal year fiscal year crease (—), 
1926 1957 1958 19-8 over 
1957 


Average employment: 
VA employees 119, 281 120, 976 121, 906 | 
Average salary --- $4, 221 $4, 261 $4, 278 +$17 
Consultants__- -- 4 4, 016 1, 036 1, 046 | +10 


+930 


Costs by objects: 
01 Personal services- 
Consultants -_- 
02 Travel: 
Employee 
Beneficiary - 
Transportation of things--- 
Communications... -- wan 
Rents and utilities _- . 
Printing and reproduction. ais 
Other contractual services.. 
Contract hospitalization _ 


| 


$530, 424,000 | +$6, 066, 000 
(8, 944, 000) | +- (64, 000) 


402, 000 
2, 633, 500 

659, 000 | 

2, 525, 000 | - 
10, 926, 000 | 
826, 000 

24, 003, 000 | 


$512, 288, 277 
(8, 749, 194) 


335, 973 

2, 554, 730 
690, 058 

2, 505, 832 
10, 771, 537 
633, 929 

22, 757, 380 
(13, 054, 265) 


$524, 358, 000 
(8, 880, 000) | 


366, 500 

2, 632, 500 
666, 000 

2, 525, 000 
10, 923, 000 
66, 000 

24, 592, 756 


+35, 500 
+1, 000 
—7, 000 


+3, 000 
+760, 000 
— 589, 756 


08 
09 
11 


13 
15 


Less: Reimbursements 

Proposed supplemental. 

Add: Increase for cost of other years. . 
Unobligated balances not available-_-. 


Employees insurance, Public Law 598 


Supplies 


Provisions - - - ..- 


Equipment 


Grants, subsidies, and contributions, 
civil service retirement 


Refunds, awards, and indemnities____- 


Taxes and assessments. --....-------- 


Total gross costs_--.--_-.-..-- 
Less quarters, subsistence, and laundry - 


Net total costs 


Appropriation or estimate 





(1, 432, 477) 
101, 103, 808 
(46, 540, 526) 

6, 828, 796 


5, 501, 448 
(—) 

186, 604 
267, 12 


666, 425, 484 | 


—10, 166, 397 


656, 259, 087 
—6, 916, 048 


+ 187, 797 
+259, 764 


649, 790, 600 





| 
} 


| 


(13, 281, 000) 
(1, 452, 500) 
103, 777, 800 
(46, 049, 000) 
8, 437, 000 


5, 761, 000 
i=) 

195, 000 
216, 000 | 


684, 516, 556 | 
—10, 367, 900 


674, 148, 656 


—7, 216, 900 | 


—4, 200, 000 


662, 900, 000 | 


+168, 244 | 


(12, 934, 000) | 
(1, 468, 000) 
104, 565, 000 | 
(46, 433, 000) 
5, 593, 000 | 





37, 413, 000 
(31, 043, 000) | 


| 195, 000 | 


720, 164, = | 
Hh, 758, 5 


708, 406, 000 
—6, 656, 000 | 


| 


+250, 000 | 





702, 000, 000 
| 


— (347, 000) 
+ (15, 500) 
+787, 200 

+ (384, 000) 

—2, 844, 000 


+31, 652, 000 


+ (31, 043, 000) 


— 195, 000 
—31, 000 
+35, 647, 944 
—1, 390, 600 


+34, 257, 344 
+ 560, 900 


+4, 200, 000 
+81, 756 


+39, 100, 000 
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This appropriation provides for expenses necessary for maintenance and 
operation of Veterans’ Administration hospital and domiciliary facilities and 
for the care and treatment of eligible beneficiaries in contract hospitals and 
‘State home facilities. 


SCOPE OF INPATIENT CARE PROGRAMS 


During fiscal year 1956 the Veterans’ Administration operated 173 hospitals 
and 17 domiciliaries in which care and treatment was provided to average daily 
beneficiary loads of 110,205 patients and 17,047 domiciliary members. Average 
operating bed figures of 120,648 and 17,761 were maintained in hospitals and 
domiciliaries respectively for the fiscal year. As of June 30, 1956, 122,123 hospi- 
tal beds or 94 percent of the agency’s 129,704 rated hospital bed capacity either 
were in operation or in process of being activated. Of the 7,491 beds not oper- 
ated, 1,149 were closed temporarily due to maintenance, conversions, or altera- 
tions ; 2,662 could not be operated because of difficulty in recruiting the necessary 
staff, and 3,680 were not required at that particular time to meet hospitalization 
requirements of their immediate geographic areas. 

Care and treatment also was provided on a contract reimbursable basis to a 
daily average of 3,253 veteran patients in civil, State and other Federal hospitals, 
and to 8,739 members in State homes. The Federal Government provides par- 
tial financial support through a grant-and-aid program to defray costs of care 
furnished eligible beneficiaries maintained in the several State homes. 

Significant fiscal year 1956 workload data relating the Veterans’ Administra- 
tion inpatient-care medical program will best demonstrate the scope of this 
program. 





| Beneficiaries | Fiscal year 


| Admissions | Discharges | remaining, | 1956, average 
| | June 30, 1956 | beneficiary 





| | load 
$$ | ——_— bo 
Vumowo ULL cs edt foie OU 485, 508 | 483, 351 | 106, 854 | 110, 205 
VA domiettatet et 38, 113 | 38, 548 | 16, 423 | 17, 047 
fag SAE ES SARS SLE 2 2 eee 31, 947 | 28, 910 | 2,719 | 3, 253 
ORES We natccdkcadscseupsccesucaeibteeenetl 8, 07: 8, 060 | 8, 457 | 8, 793 
elt clio wis is-upiil 563, 640 "558, 869 | 134, 42 | 139, 298 





The sustained demand for hospitalization of eligible beneficiaries is evidenced 
by comparison of fiscal years 1955 and 1956 month-end waiting list numbers of 
beneficiaries eligible but not yet scheduled for admission. 




















) 

| NP hospitals | TB hospitals | G.M.&§&, Total 

bi | hospitals 

Month ie | 

| Fiseal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal 

| year | year year year year year year | year 

1955 1956 1955 1956 1955 1956 1955 1956 
=e — n ee — — ee — a a eeeenae ¥ —_ ae eas OE, eed 
Set ty oii c.: Saas | 143 71.| 5,020 | 4,909 | 19,887} 20,637 
August reecbcnweninel 14, 689 | 182 65 | 5,008 | 4,657 | 19,879 20, 054 
September ; ..--| 14,719 | 15, . 14 | 225 57 4,692 | 4,630 | 19, 636 19, £01 
October nc eceenehenns | 14,716 | 14,679 236 8S 4,435 | 4,426 | 19, 387 19, 143 
November.-- ee en | 4 022 | 14, 344 | 221 | 54 4, 505 4,155 | 19,748 18, 3 
PII Jc cadintacocioindasadaed | 15, 134 | 14, 231 171 55 4,309 | 4,248 | 19,614 18, 524 
January sad deechocosenacsnnnetdl Sey en ee 212 139 6, 960 6, 507 22, 613 21, 1:5 
February umtitebha cng decnaied: | 15, 506 | 14, 959 221 135 8,153 | 7.7 23, £80 22, 818 
March.._.- ihn needs be «se badedied 15, 7% 15, 230 | 199 | 193 7, 896 | 7 gee 23, 833 23, 45 
Avge... ‘ enksecanrer eaeetedameey 15, $66 | 15,170 134 145 6, 346 7,579 | 22, 446 22, 884 
May. -- ee Lise ab bonthst clint | 16,047 | 15, 138 54 100 5,637 | 6,917 | 21,738 22, 1/5 
June..... nuh <immihingn aces ten ae | 16,044 | 14,877 42 149 5, 211 7,024 | 21,297 22, 0.0 





NoteE.—Service-connected applicants are hospitalized generally in a matter of hours and are not a sig- 
nificant element in the waiting lists, 


Although during fiscal year 1956 the average patient load in Veterans’ Admin- 
istration hospitals was 3,523 in excess of the average patient load maintained 
during fiscal year 1955, the number of veterans awaiting admission was higher in 
Many months hej fiscal ver 1956 than in fiscal year 1955. 


88278 
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INPATIENT CARE PROGRAM TRENDS 


The fiscal year 1958 “inpatient care” appropriation request provides for the 
following major program changes from fiscal year 1957 operating levels: 

1. Net increase of 560 average daily patient load in VA hospitals after effect- 
ing the following adjustments for the respective types of hospitals: NP+166, 
TB—150, G. M. and §8.+-544. 

2. Decrease of 100 average daily patient load in contract hospitals. 


COST SUMMARY BY OBJECT 


Mr, Tomas. You have an increase in your program dollarwise 
of $39,100,000 this year, making a total of $702 million against $662,- 
900,000 for 1957. I notice your employment figure jumps up from 
120,976—this is your hospital program—to 121,906, or 930 employees. 

You are paying here $31,043,000 to Mr. Philip Young. 

Mr. Ketsey. Yes, sir. 

Mr. Tuomas. After deducting your 2 new programs of $31,- 
043,000 for contributions to the civil-service retirement fund, and the 
other for your printing and reproduction of $760,000—your increase 
in truth and in fact, as far as program activities are concerned for 
1958 over 1957, is what—about $6 million or $7 million? 

Mr. Ketsey. About $7 million, sir, but if we are granted a supple- 
mental appropriation of $4 million for 1957 which has been requested, 
the difference would be about $3 million. 

Mr. Tuomas. That is mainly for 930 new personnel ? 

Mr. ScuHoen. Yes, sir, plus the additional workday in fiscal year 
1958 over 1957, at a cost of $1,940,000 and the $5,910,000 increase, 
fiscal year 1958 over 1957, for increases granted hourly rate employ- 
ees, as a result of Public Law 763, 83d Congress. 

Mr. Tuomas. You are not reactivating any new hospitals this year. 
You did not reactivate any last year. In fact, you haven’t increased 
your bed capacity in 2 years. Why the increase in personnel ? 

Mr. Scuoen. We are continuing the activation of certain hospitals, 
and have an increase in the hospital program of 560 average daily 
patient load for fiscal year 1958, as indicated on page 10-4. 


AVERAGE OPERATING BEDS 


Mr. Tuomas. I am going to read this into the record here, if you 
will let me at this point. The question is: Do you have any more bed 
occupancy in 1958 than you had in 1957? 

Mr. Baxer. Yes, sir. 

Mr. THomas. How much? 

Mr. Baker, 560 in our own hospitals. 

Mr. Kesey. That is at the top of page 10-4. 

Mr. Tomas (reading) : 

Average operating bed figure is 120,648, and 17,761 in the domiciliaries. For 
the fiscal year as of June 30, 1956, 122,123 hospital beds— 

How many hospitals do we have? 173? 

Mr. Scuoen. Yes, sir. 

Mr. THomas (reading) : 


Or 94 percent of the agency’s 129,704 rated bed capacity. 


That is all we have, 129,000—in round figures, 130,000, exclusive of 
the domiciliaries. How many inthe domiciliaries? In round figures, 
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17,000. You have 7,491 beds not operated; 1,149 were closed tempo- 
rarily due to maintenance and conversions or alterations; 2,662 could 
not be operated because of difficulty in recruiting the necessary staff; 
3,680 were not required at that particular time to meet hospitalization 
requirements. 

Care and treatment also provided on a contract reimbursable basis, 
3,253 patients in civil, State and other Federal hospitals, and 8,737 in 
State homes. In other words, you have about 12,000 outside of your 
own institutions. 

Why can’t you absorb 50 percent in your regular institutions? 

Mr. Scorn. Most of the contract hospitalization is in the Terri- 
tories of Puerto Rico, Alaska, and Hawaii. 

Mr. Tuomas. What part of that 12,000 is outside of the continental 
United States? 

Mr. Scuoen. I would say about 1,300 or 1,400. The patients in 
Federal contract hospitals are in the continental limits about 1,400 
except for a few in Alaska. 

Mr. THomas. Can’t you absorb those 1,400 in your regular 173 
hospitals ? 

Mr. Scuoen. Some of these beds are located in areas where VA 
hospital beds are not readily available or there are not sufficient beds. 
These beds are authorized in Federal hospitals on the basis of local 
need. For instance, at Corpus Christi, we have 35 beds in the naval 
hospital, San Diego has 110 beds. There are 150 at Philadelphia. 
San Diego has no VA hospital. 

We keep cutting down on the utilization of the number of Federal 
and other contract beds and have done the job. This program has 
come down in the last several years from around 7,000 to 3,000. 


DAILY PATIENT LOAD 


Mr. Tuomas. I notice you use this language: 


The fiscal year 1958 inpatient care appropriation request provides for the 
following major program changes from fiscal year 1957 operating levels: 

1. Net increase of 560 average daily patient load in VA hospitals after affecting 
the following adjustments for the respective types of hospitals. 

The beds are in existence now, and they were in 1957. 

Mr. Scuoen. That’s right, sir. 

Mr. Tuomas. Why step them up in 1958 when you didn’t use them 
in 1957 ? 


ACTIVATION OF ADDITIONAL BEDS 


Mr. Scnoren. For instance, in the NP hospitals, the 166, a large 
part of that average, is continued activation. 

Mr. Tuomas. You are not going to have any more beds in 1958 than 
you had in 1957. The question 1s, why can’t you operate at a high 
level of efficiency in 1958 just like you did in 1957, with the same 
amount of money ? 

Mr. Scuoren. We can’t because of the increased staffing required to 
complete the activation of these hospitals where the beds were not 
activated previously. 

Mr. Tromas. How many of those beds did you have in 1957 that 
you didn’t use that you are going to use in 1958? 
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Mr. Scuoen. 1,197 beds by additional activation at certain hospitals, 
offset by 611 beds to be closed at other hospitals, a net increase of 
586 beds. 

Mr. Tuomas. Your justification here says 560 is all. 

Mr. Scuoen. Those are patients; that’s right. Some of these beds 
are the opening of additional wards. For instance, Murfreesboro 
NP hospital is scheduled in the budget for an increase of 150 operating 
beds in fiscal year 1958 over 1957. 

Mr. Tuomas. I have been urging Colonel Edgar to get the dirt 
flying in August of this year. If he gets the dirt flying in August of 
this year, it will be at least 15 months before he can turn over the 
hospital to you. So you are talking about the 1959 budget. 

Mr. Evins. I am mighty pleased to see the VA giving attention to 
Murfreesboro. 

Mr. Tuomas. In other words, you are not going to have any need 
for increased funds in Murfreesboro, 

Mr. Scuoen. Yes, sir. 

Mr. THomas. Why? 

Mr. Scuorn. Because there is a building down there that has been 
vacant. It couldn’t be staffed previously. 

Mr. Tuomas. You are going to use the old hospital while the new 
one is being built. Is that it? 

Mr. ScHoen. It won’t materially affect the utilization of the hos- 
pital according to present plans. 

Mr. Tuomas. Doctor, can you operate your hospital system next 
year on the same amount of money you did this year, without hurting 
your activities? 

Dr. Mippteton. I should say not. 

Mr. Tomas. You have no new hospitals. You don’t have any 
more new beds. Now you are going to step up your patient load 560 
out of—what is it—130,000, which is one-half of 1 percent. You 
absorb your increase this year and everything will be all right. The 
bed occupancy will be less than one-half of 1 percent increase over 
what you had last year. 

Why can’t you absorb that? 

Dr. Mippteron. The entire pattern of the treatment of the neuro- 
psychiatric patient has changed. If I were to tell the committee 
what I really feel in my heart, it is that more and more we are going 
to move toward GM & S in the NP hospitals. 

Mr. Tuomas, Tell us about it. 

Dr. Mippiteton. That means that staffing will change. 


COSTS PER DAY BY TYPE OF HOSPITAL 


Mr. Tuomas. Mr. Reporter, following Dr. Middleton’s statement, 
insert page 10-29 in the record. 
(The document to be inserted is as follows :) 


VETERANS’ ADMINISTRATION HOSPITALS, $664,622,000 


The amount requested provides for expenses necessary for the maintenance and 
operation of Veterans’ Administration hospital facilities and for the care and 
treatment of eligible beneficiaries admitted therein as authorized by law. 
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Mr. Tuomas. I want Dr. Middleton to tell us what is in his heart, 
and I am going to use his figures here on costs. In your NP hospi- 
oy 1956 your day cost is $10.08. In 1957, $10.45. For 1958 it is 

10.474. 

It is an increase of $10,800,000 on your NP hospitals. Total cost for 
1958 in your NP hospitals is $223,220,000. Your TB hospitals cost 
$52,176,000. Your per-day costs for your TB patients is $18.069 in 
1958, against $18.104. 

While we are on this detail, for G. M. and S. you are going to spend 
$400,601,500 against $378,192,800. The 1957 cost per bed was $20.753 
per day. In 1958 it is $20.777. 

Go back now to the NP cases. You are spending $10 a day, plus 
47 cents in 1958, against $10.45 per day in 1957. 

What do you have on your heart there, Doctor? 

Dr. Mippteton. My statement still holds, that my prediction would 
be that the movement will be toward G. M. and S. standards in NP 
hospitals, and that will go through staffing at every level—professional 
and supporting—so that the figure that now is apparently a very mod- 
erate increase will show a considerable increase in the next 10 years. 

Mr. Yares. Are you talking in terms of additional aids ? 

Dr. Mippteton. Additional support. In other words, under the 
tranquilizing drugs these patients are definitely amenable and acces- 
sible to a method of treatment that has not been available in the past. 

Mr. Tuomas. Doctor, you are making vast improvements so you are 
getting all your programs underway and you are getting the corners 
knocked off. I think you are doing a fine job—I am serious about 
this—in administration; and I think you are improving the standards 
professionally in your hospitals, too. 

Can you absorb half of the cost of Brother Phil Young? How much 
of him can you absorb? 

Dr. Mippteton. We have taken $1,333,000, and I thought that was 
doing a lot. 

Mr. ScHoen. We have been constistently taking care of more pa- 
tients for less money. The problem is to take care of these patients 
properly. 

Mr. Tuomas. You are doing it properly, and we want to commend 
you. All we have to do is keep pressing and you will do a better job 
every year. The more we press, the better job you do. 

How much can you absorb? 

Mr. Yares. In other words, how much is the padding? 

Mr. Scuoen. We have kept this down and put the pressure on doing 
a good job for less. 

Mr. Yates. There is nothing but muscle and sinew ? 

Mr. Tuomas. Give us a figure here right quick. How much can you 
absorb? How much is Mr. Young charging? He is charging you $31 
million, isn’t he? 

Mr. Scuoen. Yes, sir. 

Mr. Tuomas. Can you absorb $16 million of it? 

Mr. Scuoren. The thing is, we approached this budget with the 
objective of asking only the minimum. 

Mr. Tuomas. I have never seen a program right at $1 billion, and 
you men tell me you cannot absorb $31 million out of $1 billion. Do 
you know how much money $1 billion is? If you do, tell me; I don’t 
know. 
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Mr. Jonas. Just enough to run the Government 5 days. 

Mr. ScHoen. We would have to cut something out. 

Mr. Tuomas. You can do that. You can cut some of that travel in 
your educational program. You have $710,000, 

Mr. ScHorn. We could not activate those additional beds. 


WAITING LISTS FOR HOSPITALS 


Mr. Tuomas. How many patients do you have waiting now in your 
NP and your G. M. and S. ? 

Dr. Mippteron. 16,000 NP, and it may go up to 21,000 for the 
total. 

Mr. Tuomas. Waiting? 

Dr. Mippteron. Waiting, sir. 

Mr. Tuomas. Service-connected or non-service-connected ? 

Dr. Mippteton. No service-connected veteran patient waiting, sir. 

Mr. Tuomas. How many are there? 21,000? 

Dr. Mippteton. 21,000, total. 

Mr. Tuomas. Non-service-connected ? 

Dr. Mippteron. Right. 

Mr. Tuomas. On the waiting list? 

Dr. Mippieron. Yes, sir. 

Mr. Tuomas. What classifications ? 

Dr. Mippteton. 16,000 for the NP and 5,000 for the other services. 

Mr. Tuomas. Sixteen thousand NP cases waiting? 

Dr. Mippteron. Yes. 

Mr. Tuomas. What are we doing about it? Do we have enough 
beds ? 

Mr. Scnoen. We don’t have enough beds. 

Mr. Tuomas. This has nothing to do with beds. You are not 
going to use a single bed more this year than you did last year. 


NUMBER OF BEDS TO BE ACTIVATED 


Mr. Scuoren. Oh, yes, we are. 

Mr. Tuomas. You don’t have a new bed. 

Mr. Scuoren. But they have never been activated. 

Mr. Tuomas. Why didn’t you activate them? You had the money 
to activate them. 

Mr. Scuoen. No. 

Mr. Yates. Don’t you have it now? 

Mr. Scuoen. In 1957 the program did not provide for the com- 
plete activation of these hospitals. 

Mr. THomas. How many beds are you going to activate this year 
that you didn’t use last year? And by that I mean put equipment 
in them? I have been in some of your hospitals and they were fully 
equipped, but you didn’t activate them. ; 

Mr. Scuoren. They have not been activated, but they were fully 
equipped. 

Mr. Tuomas. Whose fault is that? There is the hospital; there is 
the bed ; there is the equipment. 

Mr. Scuoren. They weren’t available to be activated last year. 
They were still in the process, and staffing is part of the problem. 
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Mr. Tuomas. How many beds are you going to activate that you 
didn’t have in use last year? 

Mr. Ketsry. Five hundred and sixty additional patients. 

Mr. Scuorn,. It is probably more than that. That is 560 average 
daily patient load. 

Mr. PY ATES. How does that take care of your 21,000 patients then? 

Mr. Scuoen. It doesn’t take care of the 21,000. These beds are 
available. They are constructed into the hospital. 

Mr. THomas. Whereabouts do these 500 beds exist now ? 

Mr. Evtns. There are 200 at Murfreesboro—beds, linens, every- 
thing, all the equipment, completed—a very nice ward with the doors 
locked. They just won’t open it and use it. 

Mr. Yares. Is there a reason for it? 

Mr. Evins. It has been there unused for years 

Dr. Wotrorp, We don’t have the staff, 

Mr. Schoen. If you will look on pages 10-51 where we have the 
status of the beds for TB—— 

Mr. Tuomas. You just tell me now where these 560 beds exist that 
you are going to use in 1958 that you didn’t use in 1957, 

Mr. Scorn. Sepulveda, Calif. ; 36. 

Mr. Tuomas. What is the nature of the hospital? 

Mr. Scorn. NP. 

Mr. Yates. Are these all NP? 

Mr. Scuoen. All the beds are not NP; no, sir. They are going up, 
150 at Murfreesboro. 

Mr. Tuomas. Do you have the patient load there to occupy them? 

Mr. ScHoen. Yes, sir. 

Mr. Yates. Staff? 

Mr. Scnoen. We think we can get the staff. 

Mr. Tuomas. That is 186. Where are the other 400, briefly ? 

Mr. Schoen. There are some beds being opened and some being 
closed with a net increase of 576. Here is the detail : 


Operating beds 


Increase (+-) or Increase (+-) or 
decrease (—), decrease (—), 


Neuropsychiatric : 1958 over 1957 1958 over 1957 
Bedford, Mass_____--_---___ —43]| General medical and surgical— 
Coatesville, Pa —108 Continued 
Gul@port, Mies.o0..05.<..- +35 Buffalo, N. Y_ i +12 
Jefferson Barracks, Mo Cincinnati, Ohio_______- +37 
Murfreesboro, Tenn 5 a i cess +26 
Perry Point, .Ma..........- y Dayton, Ohio_.____~_- 5 +-87 
eter, Mo ......_.. E Dearborn, Mich on +20 
Sepulveda, Calif f Hast Orange, N. J _ +50 
Tuskegee, Ala__-__-_ j Fargo, N. Dak__- be _.. -—20 

Tuberculosis : Houston, Tex_____.____.... +203 

> Lincoln, Nebr_____-__- +15 
Sunmount, N. Y__-_ ‘ : 7 Minneapolis, Minn_____. +19 
Tucson, Ariz...s.......... —3d2 Pittsburgh, Pa______ . +42 
Walla Walla, Wash —37 Portland, Oreg_______- —55 
Weurcena, Wi... ; 56 Reno, Nev ie ‘ +6 

General medical and surgical : Richmond, Va___- wold +14 
Ann Arbor, Mich.__._.._._.._. +56 UNI, tS os Te +8 
Birmingham, Ala____.-_-._._ +50 


Mr. THomas. Do you have any NP beds under construction ? 
Mr. Epnear. Yes; Houston. 



















375 


Mr. Tuomas. Those beds ought to have been occupied a year and a 
half ago. You mean to tell me they are not occupied ? 
Mr. Epaar. It is about 98 percent completed on the construction, sir. 
Mr. Tuomas. None of them are in use now ? 


Mr. Epear. No, sir; it is under construction—about 98 percent 
completed. 


NP BEDS UNDER CONSTRUCTION 


Mr. Tuomas. How many NP beds do you have under construction, 
either in your modernization program or in your conversion program ? 
You have 21,000 patients, non-service-connected, on the waiting list 
and 16,000 of them are NP. You had better go to converting some 
of your G. M. and S. beds to NP beds. 

What is your program, Doctor? What are your plans to take care 
of your waiting list of these NP cases ? 

r. Mippteton. There are two hospitals planned for construction. 
Those are at Palo Alto, Calif., and Brecksville, Ohio, each 1,000 
NP beds. 

Mr. Tuomas. You will have then a waiting list of only 14,000. It 
will take 3 years to build the hospital. You are not making a dent 
in your workload, are you ? 

Dr. Mippteton. These are all non-service-connected, and we are 
attempting to absorb them as we can. It should be a matter of record 
that these patients with mental illnesses are not on the street; that a 
certain number of them are taken care of by the local and State 
authorities. 

Mr. Tuomas. How do the State authorities take care of them—judge 
them insane and put them in jail? 

Mr. Yates. These are insanity cases ? 

Mr. Tuomas. The worst cases are. 

Dr. Mippteton. A majority will be in the State hospitals and in 
the community hospitals. 

Mr. Tuomas. Certainly they ought not to be treated as a jail case. 
They are sick people. A jail is one thing and a hospital is something 
else. Certainly these boys don’t belong in jail. 

Do you think that the State people have some responsibility as well 
as the Federal Government, or what is your thinking on it? Since 
the Federal Government has undertaken this program and the States 
haven’t, it seems to me you had better get busy and convert some of 
these unoccupied G. M. and S. beds and make NP beds out of them. 

Dr. Mippieron. It is not as simple as that, Mr. Chairman. In the 
first place—— 

Mr. Tuomas. Nothing is simple in here, Doctor. 

Dr. Mippteron. You have had the statement made relative to the 
difficulty of staffing. One of our most stringent shortages is NP—in 
other words, psychiatrists are at a premium and we are attempting 
to meet that in our training program as well as recruitment. 

Mr. Yates. How many of these 21,000 patients are in Chicago? 

Mr. Scuoen. I have a breakdown by States, the number that are in 
hospitals. 

Mr. Jonas. There are not any service-connected veteran cases on 
waiting lists anywhere throughout the system ? 

Dr. Mippteron. There are no service-connected veterans on waiting 
lists anywhere in the system. If we have a shortage in our own facili- 
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iW ties, we underwrite them in State institutions or other Federal insti- 

| tutions. 

VW Mr. Yates. How many of these cases are really geriatric cases in- 

| stead of mental cases ? 

1 Dr. Mippieron. Now you come into a really academic question. 

j Mr. Yares. Is it an academic question ? 

} Dr. Mippteton. I don’t know when the mind starts to break. But 

we have attempted to meet that situation, Mr. Yates, by going through 
. our NP hospitals and attempting to take out an individual who simply 

j is not able to take care of himeel? and have transferred him to the 
long-term program within our G. M. and S. hospitals. So you have a 

real point there. 

t HOSPITAL WORK-LOADS 















Mr. Tuomas. Mr. Reporter, at this point will you insert the table 
on page 10-31. These are some wonderful tables. This is the work- 
load summary, and it breaks it down between NP, TB, and G. M. and 8. 
hospitals, giving the number and the patient load in each one of them. 
It is quite interesting. 

) That will be continued on 10-32 as a summary. 

(The documents to be inserted are as follows :) 












All hospitals—W orkload summary 







Increase (+) 






































Actual, Estimated, | Estimated or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 1958 over 
1957 
NP hospitals: | 
EE EPS ee ee 41 41 41 sts colt dita 
Los —— > Dae Speteeh... . 5.25. .5505 sal (1) (1) (1) a 
Coeesea es tee RI ka 57, 559 57, 957 58, 178 +221 
— aily patient: 
aE ali 54, 581 55, 019 55, 185 +166 
Service-connected ________- 3 (30, 565) (30, 811) (30, 906) +-(95) 
Non-service-connected - --_.............. (24, 016) (24, 208) (24, 279) +(71) 
TB hospitals: 
Number of hospitals __............--- AY 21 21 21 eceknt 
I co... cok onanpcaphiemaneee 8, 946 8, 858 8, 653 —205 
Average daily patient: 
DOO Se lactis i saKhlionk Jgaret 7, 757 7, 600 7, 450 —150 
Service-connected -._.......-.....------ (1, 947) (1, 908) (1, 694) — (214) 
Non-service-connected __.......___-.--- (5, 810) (5, 692) (5, 756) + (64) 
G. M, and 8. hospitals: 
TRUE OE IES. ona Slew ends cep cccccee 112 112 ior niiar a - 
COpmmatin W088 hic 5 ssc s ae 54, 143 55, 017 55, 587 +570 
Average ane patient: 
Bi) otek oiled. 2 LL 47, 867 48, 921 49, 465 +544 
Serv isavebasstied BL. ten idibnnee (8, 090) (8, 268) (8, 387) +(119) 
Non-service-connected _ _--........-.--.- (39, 777) (40, 653) (41, 078) + (425) 
Total VA hospitals: 
op eg | ee | 173 173 PO So ees, sage oe ad 
Operating beds___...-.-... bANMabsoesad dcdhi | 120, 648 121, 832 122, 418 +586 
Average daily patient: | 
eens eC ead takai aaciee swen | 110, 205 111, 540 112, 100 +560 
Service-connected ...........-....--.--- (40, 602) (40, 987) (40, 967) | seeks clea 
Non-service-connected . pilin a men Genie (69, 603) (70, 553) (71, ua) | +560 
| | 
















Note.—Distribution of service-connected and non-service-connected patient load was estimated on the 
relationship of the number of patients in each category hospitalized on Aug. 31, 1955, Nov. 30, 1955, Feb. 29, 
1956, and May 31, 1956. Service-connected patient load includes only those patients receiving treatment 
for their service-connected disabilities. 






PATIENT-DAY COSTS 

















Mr. Tuomas. Put this table on 10-84 in. This is very detailed. It 
shows the breakdown on the activities in one of your hospitals and 
gives you some detailed cost estimates. 

(The document to be inserted is as follows :) 















a0 
110 “+ 


000 ‘z9-- 
000 ‘061+ 
000 “bL+ 
000 ‘FI+ 
000 ‘69+ 
000 ‘I+ 


= —————— | 


000 ‘#8%+ 
000 ‘86+ 


| 660° 
P08 * 


Ll" 


TST" 
GZe° 
460° 
829 * 
9g¢ *% 


000 ‘#0 * 
000 ‘OSF * 
000 ‘09 * 
000 ‘665 
000 ‘FEE 
000 ‘926 


000 ‘SOF ‘IZ 


000 ‘OZ “0 


I 





010 “+ 


100° 
200 '— 
200 “+ 
£00 “+ 
200 “+ 
900 + 


000 ‘F61 ‘+ 

~~} 000 ‘8+ 
000 ‘ITh+ 
000 ‘86— 
000 ‘210 ‘I+ 
000 ‘60%+ 
000 ‘¢sg+ 
000 ‘Z19+- 


#99 8 
800° 
61z° 
628° 
609 ‘F 
sh 
662 T 
S28 ‘T 


000 “TOL ‘Fé PPO ‘8 


000 ‘ggg 
000 ‘826 ‘8 
000 ‘StF ‘I 
000 “G0 “$8 
000 ‘880 ‘61 
000 ‘SFI “Eg 
000 ‘E89 “FZ 


800° 
02Z * 
1g ° 
I LOS "+ 
Z9F* 
L462 ‘1 
618 I 


000 ‘$92 


000 ‘LOT 
000 ‘092 
000 ‘OR8Z © 
000 ‘Ese 
006 ‘¢9z * 
000 “196 


000 ‘TST “Iz 
000 ‘919 ‘E0T 


000 ‘206 ‘T¢¢ 
000 ‘828 
000 ‘286 
000 ‘18h 
000 “864 
000 ‘PEs ‘8ST 
000 ‘862 ‘Z¢ 
000 ‘140 ‘FL 


‘8 
‘él 
“€8I 





69¢ ° 
460° 


967° 


£80 ‘800 ‘02 


‘810 ‘> 
ZIL ‘II 
“€80 ‘IT 
"SIL ‘2 
COE ‘268 ‘FI 
ZFS “826 'S 


ZPI ‘E80 ‘00T 


$92 ‘6EL 

299 ‘ees ‘EI 
088 ‘OLT ‘O8T 
I¥9 ‘682 ‘SI 
FIE ‘I8t ‘O09 
TL0 ‘SLT ‘GL 





010 “+ 


000 ‘T2Z+- 


200 *— 
100 °“— 
100 °— 
$10 O$+ 


Asp 
4uorjed 


000 ‘1g¢— 
000 ‘e— 
000 ‘II— 
000 ‘¢92+ 
000 ‘e$+ 


SNe) 


Jed 4s09 


L961 10A0 geet ‘(—) 


esvelep Jo (+) esvel0uy 


162° 
0ZT* 
L61° 
#23 ° 
Og ‘O$ 


Aep 
-quotjed 
Jad 4s0g | 





000 ‘G6 “SO 


000 ‘68 ‘TI 
000 “126 ‘F 
000 “TS0 ‘8 
000 ‘Z9L ‘St 
000 “PIE “S$ 


$3809 


Z09 “T 
£62 ° 
IZt" 
861° 
098° 


OSI “O$ 





000 ‘TZ% “¢9 


000 ‘$26 ‘TI 
000 ‘$26 “F 
000 ‘290 ‘8 
000 ‘666 “FE 
000 ‘TIE ‘“e$ 


Aep 


-quel;ed 


$3s0D 


Jed 4s0g 


-quoyjed 
Jed 4s0p 


a 


SZ ‘000 ‘99 
£86 ‘820 ZI 
£OT ‘86 ‘F 
£98 ‘SOI ‘8 
289 ‘Ig “ot 
L0Z ‘ste ‘S$ 





$1800 


PoywUNT SE ‘IGT LUOA [LOST | POHBUTTISO ‘L961 wos [COST | we ‘961 1VOA [BAST A 


ajuaa 4809 fig 8]809 PUN pUuD $}809 7D}0} fo Uuosiupdwmoy 


000'Z29‘F99$ ‘SIViIadsOH TTY 


TIO 

WH 

jul d 

uoIs|AJedns Jesu su y 
{SeTjTIOvy pus yueid jo uoleiedoO 


“-" 18304 ‘UOISTATp SuydeeyosnoH 
[8104 ‘B01 A198 9199191C 


1810} ‘sjualzed Jo ae 


S9DLA1VS JUSTE} [eIOVdg 
$3 Tacs ~- ed] Ades [UJUEd 
S9DTAIVS SNOTSI[OI PUB UOT} BAID0Y 
~-==""=-@9TAJOS SUISIN N 
UOIIVITIGeyol pues ‘[wolpeul ‘[eoIsAyd 
“-" “S@0l Ades [BOLpeu AlEITIOUy 
SOOIAIOS [BOIPOU [BUOISSOJOIg 
ssyuoTIed Jo a1VO 


[830} ‘UOIJBIJSIUTUIpPS [Bleue 


“Ajddng 

jouuos.ieg 

aT ee 

~-""" "IBIgST30Y 

Joseuvyy Jo aWo 
[UO BIYSTUIMIpB [B1IUdT) 


APAIPV 





| } | | 
“| 000 ‘229 ‘F99 3 “====""") 006 ‘SZF ‘TE9 : LE ‘062 ‘F19 en a a 3% ~~ $}800 [#}0} JON 


| oos‘sze‘II— |-----------~|006 ‘¥€0 ‘OT— =====-1 gee ggg— | a a """"@AB9] PU dOUBZSTSGNs ‘s194IVNH :s597] 
| ons ‘2e6‘seg |---- ~-| 008" 09% TH ote ‘sooo |" -"- : ~“-"$}800 SSOIB [B90], 


| 000 PFI ‘oe I- oe a a ee , oo — }USETIAI[J91 BOLAIIS [TAT 








008 ‘ZI9 ‘Or us “908 * ‘686 ‘ | ; esaee “1810} ‘asuedxe Zupjeledo JsyIO 


Spl¥ Je[IWIs pus ssoueldde opeyjsorg 

f "~ "77777777" “Sa}oUOSE JUSTITLIAAO) JeqJO Poys|UINJ Seojatog 
ane ‘SI¢ 7; r PRR OG ER OE al he EN (‘930 
‘squc ates 10} yUsUIeTddns ‘[aAeI4) Sor. Te}oyoudg Jo sesuedxg 
O18 ‘ZSZ ‘% pap jo ae 
692 ‘6SF ‘Z “sdoqzenb jauuosied Jo u0}}e10dQ 
VEE ‘OSE Psire Sdthaet 5 ~--"-gumoooe [RIN}[NIAsy 
:Sesuedxe JuTyeledo 13YIO 








$66 ‘CEL ‘e19 [8303 ‘yuerqeduy 























ee |e eo 18304 ‘atedel puv souvUeJUIVU SUT Je0UTsUg 
621 ‘EZI ‘T % yuouidinbe esn [Beds 
en. Cater ror rn epee ee ee sopeisd pus ‘syyem ‘speoy 
Lg ‘SEs ‘ST ssulpring 
SLE ‘OOF ‘T U0T}BOdSUBI} 1030 Wy 
662 ‘6 : Suyuvapo Aap pues Arpuney 
T2g ‘909 ‘Z SZujiveulsue 1010 
ee fer es su1ajsAS UOTINGIIysIpP pus sjugid AWN 
Lb ‘296 ‘I$ ~-1yedel PUB GOUBUEZUTVUI UBL 
:S9]}{[]}9vJ puB yuBid Jo pedal pus couBUE} UTE 








Aep 
~queyjed 83s00 ~yuoTjed ~“yueyjed ‘ 4ueTj}ed $3800 
toed 4809 Jad 4s09 Jad 4809 tod 4809 


L961 1040 gogt ‘(—) 
esvei0ep 10 (+) esBeioUT | poyeuTyse ‘gogI Jwed [wOSTy | poywUNTyse ‘2961 IwEA [BOS | [eNIOW ‘gogT IWOA JBOSTT 





ponulj}u0j—uajua2 3809 fig 81809 run pup 87809 1040} fo uostundwog 








Mr. Tuomas. Where is that chart you had on your bed costs in 
your hospitals throughout the country ¢ 

Mr. Kesey. 10-29, I think. 

Mr. Tuomas. That is a detailed list of the hospitals, showing your 
bed costs. 


PATIENT LOAD AND BEDS BY HOSPITAL 


Mr. Scuoen. There isn’t any list of the costs by hospitals. There is 
the number of beds. There is a list in each section of the number of 
beds to be operated at each hospital. 

Mr. Tuomas. Do you mean on 10-51 ? 

Mr. Scuoen. Yes, sir; there is one of those for each type of hos- 
pital. 


NP HOSPITALS 


Mr. Tuomas. What is this one on 10-51? This is the neuropsy- 
chiatric ? 

Mr. Scuoren. Yes, sir. 

Mr. Tuomas. Insert 10-51 at this point, Mr. Reporter. That is 
the NP showing, for 1956 and 1957, the hospitals, and the number of 
beds, and their utilization for the 3 years. 

(The document to be inserted is as follows :) 
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TB. HOSPITALS 


Mr. Scorn. 10-59 is the TB hospitals. 
Mr. Tuoomas. 10-59 isthe TB. Insert 10-59. 
(The document to be inserted is as follows :) 
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GENERAL MEDICAL AND SURGICAL HOSPITALS 


Mr. Tuomas. Where is the general medical and surgical shown? 

Mr. Scuorn. 10-67 and 10-68. 

Mr. Tuomas. That is your three types of hospitals showing the loca- 
tion, the bed utilization. 

(The document to be inserted is as follows :) 
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Mr. Tuomas. Just 1 more column in each 1 of these tables, showing 
the per day bed cost, then you have it. You show the high operator, 
the medium operators, the medium-low operators, for each 1 of your 
3 types of hospitals. 


CONTRACT HOSPITALIZATION 


Mr. Jonas. I think it would help the record to show the average 
cost in contract hospitals. What do you pay ? 

Mr. Tomas. Put that table in there. There are 3,000 of those beds. 
Break it down as to costs. 

Mr. Scuorn. On pages 10-73. 

Mr. Jonas. What does that show in answer to my question ? 

Mr. Scuoen. For the record, for Federal hospitals, fiscal year 1958, 
we are paying an average of $19.25 a day. That is Federal contract 
hospitals, primarily military. 

Mr. Triomas. State and county ? 

Mr. Scuoren. For contract hospitals, municipal and State, average 
for G. M. and S. $21.96; for TB, $10.70; and for neuropsychiatric, 
$5.22. 

Mr. Tuomas. What is the total number of beds? 3,000? A total 
cost of $12,934,000 

Mr. Scuoren. That’s right, sir. 

Mr. Tuomas. All on page 10-73. 

Mr. Scnoen. That is right, 3,000 average daily patients. 
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Mr. Jonas. I don’t quite understand these figures. I thought the 
last line would contain the average. What is that total for contract 
hospitalization? What is the $10,96? 

Mr. Tuomas. $11.81 is the average cost of the 3 different types of 
services. 

Mr. Scuorn. That is $10.96 for 1956. This is the average cost for 
all types of contract hospitalization, $10.96. 

Mr. Jonas. For 1956? 

Mr. Scuoen. $11.74 for 1957; and $11.81 for 1958. 

Mr. Jonas. About $1 more than the cost in veterans’ hospitals 
ordinarily. 

Mr. Tuomas. No. 

Mr. Jonas. $11.81, and it was $10.03. That is a little more than 
a dollar. 

Mr. Tuomas. The G. M. and S. is about $20. 

Mr. Scuorn. That is the G. M. and S., that’s right. 

Mr. Tuomas. TB is about $17 or $18, and NP is about $10.50, 

Mr. Jonas. You mean VA costs? 

Mr. Tuomas. Yes. 

Mr. Scuorn. The overall average for all hospitals per diem cost 
for all VA hospitals is $15.52. 

Mr. Jonas. In view of this information, you really would have saved 
money if you had not decreased by 100 the average daily patient load 
in contract hospitals. 

Mr. Scuoren. Not in terms of patient care. 

Mr. Jonas. That is not an answer to my question. I said you really 
would have saved money if you had not withdrawn patients from 
contract service. It costs you more money to maintain patients in 
VA hospitals than it does outside. 

Mr. Scuoren. Yes, sir. The average cost from a cost standpoint for 
State hospitals, the average shown here, is $5.52 a day. 

Mr. Yates. What do you mean by a “State hospital”? Do you 
mean a private hospital, or a State hospital ? 

Mr. Scuoen. A State-supported institution. 

Mr. Yares. You talk about contract hospitals. It isn’t necessarily 
a State institution. 

Mr. Scuoen. No, sir. 

Mr. Yates. So you cannot say, when he asks you about private hos- 
pitals and you reply the answer is “Yes,” and give an answer of $5 for 
a State hospital, that doesn’t mean that every time you let a contract 
for a private hospital that it is a State hospital. 

Mr. Scuoren. That is true. 

Mr. Yates. Then why don’t you tell him that? 

Mr. Tuomas. You don’t let one in a million contracts to private hos- 
pitals, do you? 

Mr. ScHoren. Not very many, no, sir. Most of them are for female 
patients. 

Mr. Yates. In State hospitals? 

Mr. Scuoen. In private hospitals mostly. Most of the contracts 
we negotiate within the continental limits of the United States are for 
female patients where the facilities are not in our own hospitals. 
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Mr. Tuomas. Mr. Yates is trying to tell you you are using too loosely 
the term “State hospitals” that may connotate a private hospital. 

Mr. Yates. You mean private hospital ? 

Mr. Jonas. What you mean by State hospitals is community-owned 
hospitals, isn’t it? 

Mr. Scnorn. That is right, State-supported. 

Mr. Jonas. Hill-Burton fund hospitals ¢ 

Mr. Scorn. No, sir. 

Mr. Jonas. State institutions? 

Mr: Scuorn. State mental institutions. 

Mr. Yates. That is right, which isn’t the same thing as a private 
hospital in terms of your cost, is it? 

Mr.:Scuorn. Right. 

Mr. Yates. I understood he asked you the question as to whether it 
wouldn’t have been cheaper to use contract hospitals rather than acti- 
vating beds in VA hospitals, and you said “Yes,” and you started to 
point out about a $5 fee in a State hospital. 

Mr. Scuorn. Mr. Yates, I was pointing out large portion of the 
560 increase for fiscal year 1958 in VA hospitals. are NP patients—it 
is going to cost us, to provide the level of care that the VA provides, 
more than if we left those same patients or if they were hospitalized in 
State mental institutions. That is true. 

Mr. Tuomas. And to carry it one step further, so there won’t be any 
question, 99.999 percent of all of the outpatients who are not domiciled 
in a Federal hospital are in hospitals owned by the taxpayers of the 
States. 

Mr. ScHoen. Yes, sir. 

Mr. Yares. Do you have sufficient facilities to take care of your 
backlog in State hospitals? 

Mr. Scnorn. No, sir; approximately 10,000 of the number on the NP 
waiting lists currently are in some State institution and have applied 
for admission to VA hospitals. 


DOMICILIARY CARE 


Mr. Tuomas. Gentlemen, let’s take a look at the domiciliaries. In- 
sert page 10-74. Our domiciliary institutions cost. us $24,480,000 this 
year against $23,680,756 last year. How many domiciliaries do we 
have? 

Dr. Mippteron. 17. 

Mr. Tuomas. How many beds? 

Mr. Scuoen. 17,063. 

Mr. Tuomas. Will you insert at this point in the record the loca- 
tion of these domiciliaries, page 10-81, and the table on 10-74. 
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(The documents to be inserted are as follows :) 


DomIcILIARIEs, $24,480,000 


Cost of summary by object 


| 
| Increase (+) 
Actual, Estimated, Estimated, | or de- 
fiscal year fiscal year fiscal year crease (—), 
1956 1957 1958 1958 over 





Average employment: 
VA employees_.-... . g 3, 976 
Average salary - ’ $3, $3, 875 
Consultants : 3 


| 
| 
| 
| 
| 
| 
} 


Costs by object: 

01 Personal services-_---. sahil tennnsinainie 853 $15, 438,000 | $15, 506, 000 | +$68, 000 

Consultants ee a ‘ 35, 695) (31, 000) | (31, 000)} (—) 

02 Travel: 
Employee... , 574 | 8, 000 | 8, 000 
Beneficiary - -..-.- ; 25, 805 26, 000 26, 000 ie A 
03 Transportation of things- -- | 30, 371 25, 000 26, 000 +1, 000 
04 Communications : 47, 944 68, 000 | 68, 000 rl 

Rents and utilities. _- I 504, 652 | 501, 000 | 501, 000 
Printing and reproduction-__. §23 1, 000 | 1, 000 
Other contractual services 527, 999 697, 756 | 622, 000 —75, 756 
Employment insurance, Public Law | | 








598 3 27, 781)} (30, 500) | (32, 000) (+1,,500) 
Supplies... | }, 922, 585 6, 893, 000 | 6, 855, 000 —38, 000 
Provisions. - , 681, 106)| (4, 514, 000) (4, 511, 000)} (—3, 000) 
Equipment 327, 456 336, 000 | 337, 000 +1, 000 
Grants, subsidies, and contributions } 
(CSR)... | | 899, 000 +899, 000 
—2, 000 
Taxes and assignments 3, 608 18, 000 | 14, 000 | —4, 000 


Refunds, awards, and indemnities | 2, 485 2, 000 | 
| 
} 


23, 206, 855 24, 013, 756 | 24, 863, 000 | 849, 244 
— 293, 859 | —333, 000 | —383, 000 | — 50, 000 
“ | 


Net total costs_........--- ‘ | 22, 912, 996 23, 680,756 | 24, 480, 000 | +799, 244 


Total gross costs... 
Less Q. 8. and L 











‘uoljeys Aq peylodal sy ; 



























































| ] j | 
7 “--| 009 ‘OT ‘-% c/a Tay oot 67 009 ‘9T | —_— = - se | Lb0 LT : Wop [830.1 
—a, = ~~} 006 ; a ae ae Sa prsensescecee| £2 a Seip eeesenee ee eg. speyd 
| | | soy VA Ul sosAodure s9qmeyy 
2°96 | 006 ‘OT | 923 ‘LT | &°S6 00F ‘OT | 962 “LT = es | L°t6 | b18 ‘SI | 192 ‘21 “SoHeTOIUIOp VA ‘T8301 
Lt | OCF “T | gee “T Lt OSF ‘T | 99¢ 'T | 628 "E | F" | 929 “T | 199 ‘I ‘je i ee STA ‘POO 
0°86 SFI SFI | 0°86 etl | SPL ‘ 16°9 | Obl SFI oo* ~---="--guw ‘orddiq A 
9°16 096 TFO ‘T | 9°16 | 096 TO 'T = 8° | 626 | 990 ‘T | “--"suey ‘QVIOMSpEM 
“A 9 66 os¢ zee 9 66 os¢ | ogg ¢ i; 8° | 66S ugg “oe BE) “OTTTASBUIOY,L 
o> 2°66 OE €9€ z 66 Oot | €9€ PSS “E | | 9¢ | IZ¢ : es ~"xa ‘ajdurey, 
oO £°t6 009 ‘T | 169 ‘T £6 009 ‘T 169 ‘T 908 ‘Z |*° Z89 ‘I | Ig2‘T “""""“guay ‘ealoy UleyUNO Ty 
0°86 OLF £0¢ 0°86 OLF £0¢ LEE | 8 ¥6 | PLP 00g : “""""BA “MM ‘dINnQsuTjIe yy 
L’t6 006 % #90 ‘€ Lt6 006 % ¥S0 L¥8 E | 6 °S6 b£6 Z | 620 ‘E Cote JBOD ‘sepesuy soy 
¥'F6 OLI ‘T 982 ‘T +6 OLT‘T 982 ‘T £86 “€ | 26 902 ‘T | £08 ‘I ne BA ‘UB 4sN0I0y 
8°96 | OI¢ leg | 8°96 org Teg 6L1 °F L¥6 61g Ste ee yeq ‘g ‘ssulids oH 
26 006 ‘T tH0 Z | 26 006 ‘T Fr0 Z TOL '€ | 8 “16 296 ‘T Sel Z wate “-"O1gO ‘uoARC 
2°66 00g | POS Z 66 00g FOS 88 “¢ 6°46 cig 9%¢ ren: ““BMOy “UOIUITD 
8°86 028 0e8 8 ‘86 0Z8 08 O&T “¢ 9°86 228 we 0202 ===" Bal ‘aig Ay durey 
£°86 062 $6 £86 062 962 622 “¢ £66 862 008 ee gt ea xa, ‘ueyuog 
8°46 008 8I8 | 8°26 008 8I8 228 “€ +46 L6L 818 ee ae, ~-"""" SST “Txolld 
i ' 00L L°96 002 sok | 816% 0°16 LOL a Ss mae ~-"erq ‘sourg Avg 
Ig $2 ‘T £¢ ‘I i) G22 ‘I Zee ‘T O8I “S$ 066 see ‘I £2F ‘T 9 " “ACN ‘18 
veering penta ensi natin on ———$—$ | | | = ncn 
peo pol peo 
peziin Joquieur speq poeziijyn Joq uIeuI speq pezyrin Joequieur speq 
qusedleg Ayep Suryeied OQ qus018g Ajrep Zuy}e10dO 1 Wop Jog qus010g Alrep Zuy}e10dQ 
O3B10A VY OSBIOAY 83B10A VY uo}se1g 
OBBIOAB EGG IBA [BOSY poeuIsy| O3VIOAV LOG] IBA [BOSY Po VUITys| OBVIOAB QQGT IVA [BOsy [enjoy 











hinyrormop fq spaq pun poo) saquau fo uworjng1.4481p—sarsvipoimop YA 





393 


Mr. Tuomas. I have been in more than two or three domiciliaries, 
and it is remarkable how well they operate and how they get along with 
those old chaps; how they get along among themselves. 

Ordinarily we get the impression they are a bunch of old men or old 
women. They are not sick enough to be confined to their quarters, 
and they let them walk around all over the place together, and that 
they would usually get to arguing and all that. 

But I didn’t find anything like that. The food was superb. The 
attendants handle them beautifully. It seems to me as if it is all right. 

The personnel cost here is about 60 percent of your total cost, which 
is $15,506,000 against $15,438,000. The rest of it is other objects. 
Your big costs are what ? 

Mr. Scuoren. Food. 

Mr. Tuomas. How much is that food bill ? 

Mr. Scnoren. That is $4,511,000 for 1958, sir. 

Mr. Tuomas. What is the other for? ‘The total bill is $6,855,000. 
What is the difference? You have about $2,300,000 extra. What are 
the other supplies? 

Mr. Scuoren. That would be maintenance supplies such as paint and 
supplies used to clean. 

UNIT COSTS FOR DOMICILIARIES 


Mr. Tuomas. Where is your breakdown on your other objects? I 
am interested in looking at 08. 

Mr. Baxer. 10-79. 

Mr. Tuomas. Let’s put page 10-79 in here. 

(The document to be inserted is as follows :) 
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Mr. Tuomas. Provisions—that is your big item. Why do you have 
an item of drugs and medicine in here? 

Mr. Scnorn. They have sort of an outpatient clinic in each of the 
domiciliaries. 

Mr. Tuomas. You mean their own expense in that regard is charged 
up against them? It doesn’t come out of your supply depot or any- 
thing else? 

Mr. Scuoen. No, sir. This is the drugs that are used in treating 
the individual domiciliary members when they come in for clinic 
treatment. They are not hospitalized. They are sick and it is 
just like going to the doctor. 

This is their home and they go to these clinics and get care for their 
minor ills. 

Mr. Tuomas. You have about $150,000 here for medical supplies 
and drugs. Is this the only place this is charged in? 

Mr. Scwoen. For the domiciliary program, yes, sir. 

Mr. THomas. You don’t take credit now in the supply depot for 
this, do you? 

Mr. Scuoen. No, sir. It has nothing to do with the supply depot. 

Mr. Tuomas. After all, it is not so foreign. It could be done, 
couldn’t it? 

Mr. ScHoen. No, sir. 

Mr. THomas. Who does the buying for this? How is it originally 
bought, and how is it billed, if there is no connection between this 
and your supply depot? You have a separate purchasing system for 
these people ? 

Mr. Scuorn. No, sir. This is not duplicated in any way. The 
items are procured under the supply fund. They are stocked at the 
station, and when they are drawn from the station supply for the 
use of the domiciliary members in this clinic, they are then paid for 
out of domiciliary money. 

Mr. Tuomas. You have an item of office supplies of $55,000. What 
are you going to buy this year in the way of office supplies for $55,000? 
That will set up a lot of offices. 

Mr. Scuoren. That is forms, stationery, and so forth. 


MOTOR VEHICLES 


Mr. THomas. How many automobiles have you assigned to the 
domiciliaries ? 

Mr. Scnoren. We don’t normally assign automobiles to the domi- 
ciliaries except when operated as a separate station. I think there are 
2 in each of those. That would be 6. The other automobiles are 
assigned to the motor pool. 

Mr. Tomas. How many automobiles did you say you wanted this 
year? 142% That isn’t too bad. It was only 96 last year. 

What kind of shape does that put you in now? The committee print 
indicates you want to buy 148. But 6 go to general operating expenses 
and 142 to inpatient care. 

How many automobiles does that give you—that is, new ones? 
You are going to trade in 148. Old vehicles to be used are 744, and 
you will add 142 to that, and that is 886 automobiles you have. 

Mr. Baxer. The new ones are offset by old ones traded in. 

Mr. Tuomas. No, still to be operated. 





397 


Mr. Baxer. You are right, a total of 892 automobiles. 

Mr. Tuomas. So it is 892 automobiles you will have. They are 
broken down into station wagons, ambulances, and buses. You now 
have about 34 station wagons; ambulances, 174; buses, 119; and then 
you will get 142 on top of that. 

Who is in charge here? Mr. O’Neil, are you in charge of the 
automobiles? Who is in charge of ths automobiles? Central office? 

Mr. O’New. I am not, sir. 

Mr. Tuomas. Who is? Under whose jurisdiction is this? 

Mr. ScHorn. Part of it would be D. M. and S., and the other part 
under DVB. They have some automobiles, 

Mr. Tuomas. The medical program has about 99 percent of them, 
doesn’t it? 

Mr. Scuorn. Yes, sir; we have the largest portion of them. 

Mr. Tuomas. What is the mileage on these trade-ins? 

Mr. ScuoEen. They average, most of them, over 80,000 miles—the 
ones on the list. 

COST OF OPERATION OF MOTOR VEHICLES 


Mr. THomas. Whereabouts is your maintenance and operation and 
care and repairs and so forth broken down for your almost 900 auto- 
mobiles, of which 99 percent of them are in the medical program? 

Mr. Scuoren. Page 10-34, under “Motor transportation.” 

Mr. Tuomas. M & R of plant and facilities, motor transportation, 
$1,434,000 against $1,436,000; $0.85 per day cost? What do you 
mean “per day cost”? That won’t even pay for the deterioration. 

Mr. Scorn. That is the cost per patient per day. We relate all 
these costs to patients. 

Mr. Trromas. You have 15 automobiles in a hospital and 1,000 
patients. You divide that by the costs, but 99 percent of the patients 
never saw the automobile. I guess that is the only way you can do it, 
though. 

That doesn’t give you a complete picture there, though. These 
automobiles cost you more than that—$1,434,000. Does that include 
the gas and oil, your operation, your tires and tubes? 

Mr. Scuoen. That is essentially maintenance and the cost of the 
automobile facilities, including the repair of vehicles. 

Mr. THomas. What do you mean the facilities—the warehouse, the 
garage you put them in? 

Mr. Scnoen. Yes, the garage and anything we do around the 
garages and the maintenance and repair of the vehicles. 

Mr. Tuomas. Where is your fuel now? 

Mr. Scuorn. The operating part of the motor transportation sys- 
tem, providing all the services—that ine a the drivers and other 
things—is shown in the line above under the operations of plant 
facilities. That is the direct cost of aoe the motor transporta- 
tion service. 

Mr. Tuomas. Give us one figure now—chauffeurs, tires, and tubes, 
oil and an: and storage bill. 

Mr. Scuoen. $5,479,000 for 1958. 

Mr. THomas. That is the cost? 

Mr. Scorn. Yes, sir. 

Mr. Tomas. That is also going to take care of the 142 you are 
going to buy ? 
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Mr. Scuoren. Yes, sir. 

Mr..THomas. What is your overall maintenance and operation cost 
for your approximately 900 automobiles, station wagons, passenger 
cars, and ambulances? 

Mr. Scorn. Maintenance and operation part of it alone is $4,045,- 
000, estimated for 1958. That is the drivers’ salaries and all that. 
‘Mr. Tuomas. Gasoline, oil, tires and tubes and repairs? 

Mr. Scuoen. Yes, sir. 

Mr. THomas. Do you have to pay any garage rent? 

| Mr. Scorn. No, sir; I don’t know of any place. Where we have 

the GSA arrangements, we have reduced the request for vehicles ac- 
cordingly. For instance, at Los Angeles, the GSA has taken over 
the operation of the motor pool. 


USE OF GSA MOTOR POOLS 


Mr. THomas. You anticipated me. Can’t you do a little business 
with GSA in all your bigger towns and save a little money here? 

Mr. Scuoen. We are doing it. It is in effect. 

Mr. Tuomas. What cities are you doing business with the GSA 
motor pool in? 

Mr. ON EIL. Every city where they have a motor pool we cooperate 
fully with them; and wherever they have established a motor pool 
we utilize their facilities. Denver, I know of; Washington, D. C.; 
Los Angeles; Seattle; and Chicago. 

Mr. Tuomas. When you do business with them, do you go out and 
rent a car on a fulltime basis or do you rent it when you need it? 

Mr. O’New. Both, sir. For instance, they charge us a daily rental 
on the bus that we came up here on to bring this group over here. 

Mr. Tuomas. You mean they can’t charge you by the trip ? 

Mr. O’New. It is not their policy. No, sir; we pay the rentals 
which they have determined. 

Mr. Tuomas. You mean they don’t have any competition ? 

Mr. O’New. No competition. 

Mr. Tuomas. Another Government monopoly. 

Mr. Jonas. I have been very much interested in the motor pool 
legislation. 

Mr. Tuomas. It seems to me you might have had a little something 
to do with that legislation. 

Mr. Jonas. I was the author of the legislation. I have been fol- 
lowing it rather closely. I am glad to see that you people are using 
it. 

The thing that interested me was the fact that you have—how many 
people up here today—a dozen or so, 15 or 20% And you all came up 
in one vehicle or bus. Formerly it would have taken half a dozen 
automobiles to bring you. 

Mr. O’Nem. When we operated our own system, we used our own 
bus. We had our own bus and we brought them up just as we do 
now. 

Mr. Jonas. Some agencies didn’t have buses and they had to use 
automobiles. 

Until you had this arrangement with GSA, how many motor vehi- 
cles did you own? Has there been any reduction ? 

Mr. Baker. There has. 








399 


Mr. Jonas. To what extent ? 


Mr. Baxer. I am talking from memory, but I think we had over 


1,000 motor vehicles 3 or 4 years ago. 


Mr. Jonas. You are able to operate now on 150 less than that? 


Mr, Baker. Something like that. 


OUTPATIENT CARE 


Program and financing 


1956 actual 


Program by activities: 
1. Clinical care $57, 581, 427 
2. Office services ; | 9, 563, 170 
3. Fee basis care: 
(a) Medical. 


. 7, 381, 376 
(6) Dental___-__-- : ‘ ; 1 


1, 016, 217 


Total program costs 85, 542, 190 

4. Relation of costs to obligations: Obligations incurred 

for costs of other years, net. 189, 996 

Total program (obligations) ihe te eae 85, 732, 186 
Financing: 

Unobligated balance no longer available - 239, 014 


Appropriation - -- 


Obligations by objects 


1956 actual 





1957 estimate 


Total number of permanent positions 7, 167 
Full-time equivalent of all other positions | 351 
Average number of all employees 9, 198 
Number of employees at end of year 8, 020 
Average salaries and grades: 
General schedule grades: 
Average salary | $4, 161 
Average grade GS}+4.3 | 
Ungraded positions: Average salary $10, 386 
01 Personal services: 
Permanent positions. | $45, 546, 541 
Positions other than permanent. | 2, 239, 083 
Regular pay above 52-week base | 173, 747 
Payment above basic rates | 271, 879 
Total personal services__. | 48, 231, 250 
02 Travel: | 
F mployee_. 190, 955 
Beneficiary 4, 559, 773 
03 Transportation of things 1, 144 
Shipment of bodies 5, 127 
04 Communication services 7 
05 Rents and utility services 2 
06 Printing and reproduction 2 
07 Other contractual services. __- 1, 578, 15 
Medical and dental fees 18, 801, 619 
08 Supplies and materials... | 10, 683, 003 
09 Equipment 715, 558 
11 Grants, subsidies, and contribution 
Contribution to retirement fund- 
13 Refunds, awards, and indemnities_ - 16, 027 
15 ‘Taxes and assessments. 14, 216 
Subtotal 85, 737, 041 
Deduct charges for quarters and subsistence ___- 4, 855 


Total obligations_._. 


88278—57—pt. 1—_—26 


$56, 840, 000 
9, 659, 000 | 


7, 274, 018 
8, 496, 000 


$2, 263, 018 | 


374, 982 


$2, 638, 000 


82, 638, 000 


1957 estimate 


$4, 226 
GS—+4.4 
$10, 461 


$45, 736, 340 
2, 242, 160 


269, 500 | 


48, 248, 000 | 


206, 400 
4, 575, 000 
53, 600 

5, 000 

, 000 
2, OOO 
, 000 
5, OOO 
16, 153, 000 
10, 





16, 000 
14, 000 


82, 638, 000 


82, 638, 000 


7.000 | 
7,000 | 


1958 estimate 


$58, 789, 000 
9, 596, 000 


7, 754, 000 
2, 486, 000 


78, 625, 000 


375. 000 


79, 000, 000 


79, 000, 000 


1958 estimate 


7, 297 

320 
8, 947 
8, 184 


$4, 261 
GS-+4.6 
$10, 449 


$45, 216, 000 

2, 001, 000 
177, 000 
270, 000 


47, 664, 000 


220, 000 
4, 587, 000 
51, 000 

3, 000 
565, 000 
232, 000 
116, 000 
7, 000 
10, 615, 000 
10, 333, 000 
369, 000 





2, 784, 000 
14, 060 
79, 000, 000 


79, 000, 000 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 
Obligated balance brought forward aiel 
Restored from certified claims account 


Total budget authorizations available_- 
EXPENDITURES AND BALANCES 


Expenditures— ; 
Out of current authorizations - 
Out of prior authorizations 


Total expenditures 
Balance no longer available: . 
Unobligated (expiring for obligation) 





Increase (+-) 
Actual, Estimated, Estimated, or de- 
fiscal year fiscal year fiseal year crease (—), 
| 1956 1957 1958 1958 over 
a 1957 
f Sindaaiianllincaeystiniatiins “a we ~ én 
\ Average employment: 
, VA employees 8, 965 8, 884 —134 
5 Average salary $5, 238 $52, 288 | | +$45 
; Consultants 161 168 | 43 
Obligations by object: 
} 01 Personsal services. i $48, 231, 250 $48, 248, 000 $47, 664, 000 — $584, 000 
Medical consultants (1, 219, 680) (1, 219, 000) (960, 000) — (259, 000) 
Dental consultants (51, 723) (51, 000) (40, 000) (11, 000) 
02 Travel: 
y Employee 190, 955 206, 400 220, 000 +-13, 600 
f Beneficiary 4, 559, 773 4, 575, 000 4, 575, 000 
03 Transportation of things: 
Shipment of bodies 5,127 | 5, 000 3, 000 — 2, 000 
Other 91, 144 53, 600 | 51, 000 | —2, 600 
04 Communications 574, 987 | 574, 000 565, 000 —9, 000 
05 Rents and utilities 232, 252 232, 000 232, 000 
06 Printing and reproduction 42, 972 4, 000 116, 000 +112, 000 
07 Other contractual services: | 
# Medical and dental fees 18, 397, 593 15, 764, 018 10, 240, 000 —65, 424, 018 
Medical fees (7, 381, 376) (7, 274, O18) | (7, 754, 000) + (479, 982) 
Dental fees __- (11, 016, 217) (8, 490, 000) | (2, 486, 000)! — (6, 004, 000) 
Other 1, 792, 188 | 1, 557, 000 | 1, 447, 000 | —110, 000 
Employees insurance, Public Law | | | 
598 (122, 520) (121, 000) (120, 000) | — (1, 000) 
08 Supplies 10, 683, 003 10, 467, 000 10, 345, 000 - 122, 000 
Medical and dental supplies (6, 437, 920) (6, 235, 000) (6, 288, 000) (37, 000) 
Prosthetic supplies (3, 688, 709)| (3, 609, 000) (3, 590, 000) | — (19, 000) 
All other (556, 374) (533, 000) (467, 000) — (66, 000) 
09 Equipment 715, 558 547, 000 369, 000 | — 178, 000 
11 Grants, subsidies and contributions 
(CSR) 2,784,000 | +2, 784, 000 
3 Refunds, awards, and indemnities 16, 027 16, 000 | ~16, 000 
15 Taxes and assessments 14, 216 14, 000 14, 000 
Total gross costs 85, 547, 045 82, 263, 018 78, 625, 000 3, 638, 018 
Less: Quarters, subsistence, and laundry —4, 855 
Net total costs 85, 542, 190 82, 263, 018 78, 625, 000 —3, 638, 018 
Add: Increase for cost of other years ! 189, 996 374, 982 375, 000 | 
Total obligations 85, 732, 186 82, 638, 000 79, 000, 000 —3, 638, 000 
Add: Unobligated balance not available 239, 014 
i Appropriation or estimate 85, 971, 200 82, 638, 000 79, 000, 000 -3, 638, 000 
i 1 Net adjustment caused by the difference in obligations and costs. For example, services contracted for 
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in 1 year and not performed until the following year 


Budget authorizations, expenditures and balances 





| 
1956 actual | 1957 estimate | 1958 estimate 


78, 919, 124 
7 


, 072, 583 


239, 014 


85, 991, 707 


93, 886, 377 | 


| 
} 
| 
| 
| 


782, 562 | 
6, 873, 094 | 


93, 886, 377 | 


3, 094 | 






$82, 638, 000 


85, 630, 000 


89, 546,004 | 


6, 211, 000 | 


76, 068, 000 | 
| 
| 


82, 279, 000 


6, 630, 000 | 


89, 546, 004 


Mr. Tuomas. Outpatient care, gentlemen. Insert page 11-1. 
(The document to be inserted is as follows :) 


OUTPATIENT CARE, $79,000,000 


Cost summary by object 





$79, 000, 000 
6, 630, 000 


73, 100, 000 
6, 049, 000 


79, 149, 000 
421, 000 
6, 060, 000 


85, 630, 000 
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COST SUMMARY BY OBJECT 


Mr. Txomas. This is by objects and employment, too. For out- 
atient care you drop from 8,884 employees in 1957 down to 8,750—a 
Sean of 134. Total cost, $79 million for 1958, which shows a reduc- 
tion of $3,638,000 against $82,638,000 for 1957. 
Insert pages 11-2 and 11-3. It is very good reading. 
(The documents to be inserted are as follows :) 


PROGRAM SCOPE 


This program makes provision for the medical and dental care of veterans 
with service-connected disabilities, on an outpatient basis. Medical care is 
thereby provided with greater economy to the Government and convenience to 
the veterans than the costly alternative of hospitalization. The program is con- 
ducted through the facilities of 70 clinics of which, in fiscal year 1956, 25 were 
operated in conjunction with VA hospitals, 44 with VA regional offices, and 1 was 
a self-operating field activity. 

Outpatient care is administered by each clinic primarily by two methods which 
are intended to provide care which is reasonably convenient for the veteran: 
(1) outpatient care rendered in the clinic facilities of the Veterans’ Administra- 
tion and (2) hometown care, in which the local medical profession in communi- 
ties cooperates with the Veterans’ Administration to enable eligible veterans in 
areas not convenient to the VA clinics to secure essential care in their hometowns. 
It is the policy of the Veterans’ Administration to provide care in its own out- 
patient clinics in the interest of both the veteran and the Government. Treat- 
ment by fee-basis physicians is authorized when indicated by the veterans’ physi- 
cal condition, or when travel to the clinic would create a hardship on the veteran, 
or when the professional staffs of the clinic are not adequate to provide the 
necessary care. 

Outpatient services available for eligible veterans at the VA clinics or through 
VA-sponsored hometown care consists of the following: (1) Medical treatment 
including, where necessary, mental hygiene, and physical medicine and rehabili- 
tation therapy; (2) dental examination and treatment; (3) furnishing, fitting, 
and repairing of orthopedic appliances and sensory aids, and supplying of drugs 
and medicine to outpatients; (4) medical examination of claimants for com- 
pensation, pension, and to determine medical need for VA hospitalization or 
physical ability of disabled veterans to undergo training for vocational rehabili- 
tation; (5) social service, with particular emphasis on adjustment of neuropsy- 
chiatric and tubercular patients to the end that more costly initial or repeated 
hospitalization is avoided; (6) nursing service of a public health nature during 
convalescence from protracted service-connected illness. 

The extensive scope of the outpatient care program is reflected in the numbers 
treated and in the type of services rendered annually to veterans with service- 
connected disability. In fiscal year 1956 there were 2,108,305 outpatient visitors 
to VA outpatient clinics and hometown physicians for medical examination and 
treatment. (An outpatient visitor is an eligible veteran who visists an out- 
patient clinic or hometown physician one or more times during a given month.) 
There were 116,177 dental examinations and 132,623 dental treatments, all com- 
pleted by VA dental clinics or by hometown dentists. As integral activities of VA 
outpatient clinics, treatment for neuropsychiatric disability was provided by 
46 mental hygience clinics staffed by teams consisting of psychiatrists, psyCholo- 
gists, social workers, and secretaries. In other outpatient clinics where formal 
mental hygiene clinics could not be established, due generally to difficulty in 
recruitment of team personnel, treatment was given by individual psychiatrists 
and assisting personnel. In the course of outpatient treatment during the fiscal 
year, there were 2,593,785 prescriptions compounded by VA and hometown phar- 
macies. Similarly, 2,019,767 new prosthetic appliances were issued to eligible 
veterans including amputees, paraplegics, veterans with hearing impairment, and 
the blinded. Among these appliances were such diverse items as 4,559 artificial 
limbs, 3,348 braces, 115,490 stump socks, 1,763,405 hearing aid batteries, and 
9,334 pairs of eyeglasses. 

The accomplishment of this program required an average employment of 8,965, 
consisting of many categories of medical and dental specializations, pharmacists, 
laboratory technicians, X-ray technicians, orthopedic technicians, dietitians, 
social workers, clerical and stenographic employees, ete. 
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PROGRAM TRENDS 


To improve the quality of medical care and to reduce operating costs, the 
Veterans’ Administration’s policy is to integrate outpatient clinics at VA regional 
offices with VA hospitals, whenever feasible. The establishment of clinics in the 
hospital environment is beneficial from the professional medical standpoint. 
In the 6-year period prior to fiscal year 1957, 11 outpatient clinics situated in 
VA regional offices were integrated with VA hospitals. The integration of 6 
additional VA regional office outpatient clinics with VA hospitals is planned for 
fiscal year 1957, which will result in a total of 31 clinics operated in conjunction 
with hospitals by the end of that fiscal year. Additional integrations will not be 
feasible in fiscal year 1958. 

It is anticipated that the total demand for medical services by veterans with 
service-connected disability will increase by approximately 14,000 outpatient 
visitors over fiscal year 1956, and by 37,000 over fiscal year 1957. As the eligible 
veterans grow older, the treatment required becomes more complex and more 
frequent, because of disability associated with advancing age which is adjunct 
to the basic disability; and because of the increasing inability of the aging in- 
dividual to withstand attacks of chronic illness wthout more frequent treat- 
ment and medication. 

Mr. Tuomas. What are those trends, Doctor, you point out? It 
should be pointed out this program is for the service-connected people 
who have injuries and who are not sick enough, or else they don’t 
want to go to the regular VA hospitals. These outpatient clinics are 
set up for their use and benefit, and some of them travel distances 
to go to them, and some of them have doctors in their local communi- 
ties who give them treatment and it is charged against this account. 
Does that about wrap it up ? 

Mr. Scuoen. That is right, sir. 

Mr. Tuomas. What is the trend? Has the cost of this workload 
gone down a little bit this year? Do you see any trend one way or 
the other in it, Doctor ? 

Dr. Mippteton. This is largely reflecting, Mr. Chairman, the re- 
duction in the dental outpatient load. There is a continuing problem, 
as you recall, in the maintenance of antituberculosis treatment on an 
outpatient basis, and of the psychiatric treatment on an outpatient 
basis with more adequate utilization of the available beds. 

Mr. Tuomas. Doctor, you have 2 or 3 big items here. Nobody wants 
to do anything that is going to harm or make inferior the quality of 
treatment that these boys receive. These are the boys who have really 
taken it. These are the injured boys. These are all service connected. 

You have got of a lot of employees, of course. Under 07 and 08, you 
have medical and dental fees and supplies, prosthetic supplies, and 
so forth. Other contractual services, 07; there is $10,240,000, which 
is a reduction of $5,524,000. That is your dental program, I presume. 

Mr. Scnoen. Yes, sir. 

Mr. Tuomas. Supplies, $10,845,000, against $10,467,000 last year. 
Out of this $79 million, couldn’t about $5 million be taken off here 
without hurting anybody? You have almost $5 million for travel. 

Mr. Scnoren. That’s travel of the individual veterans to clinics. 

Mr. Tuomas. Five percent of travel would be what—$250,000 ? 

Mr. Kersey. Those are beneficiaries. You couldn’t cut out travel 
for them, Mr. Chairman. 

Mr. Scorn. We are required to pay the transportation by law. 

Mr. Tuomas. You have half a million dollars plus $65,000 for 
communications. Couldn’t you take $5 million off of that program 
out of $79 million without hurting anything or anybody ? 

Mr. Scnroen. No, sir. 
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Mr. Tuomas. Doctor, you are shaking your head. I believe you 
are a better administrator than that. I believe if we just push you a 
little bit, you could take more than that off there without hurting. 

Dr. Mippteron. The $79 million is approximately $3 million less 
than our request to the Bureau of the Budget. 

Mr. Yates. I just want to ask him whether or not it wouldn’t be 
possible to cut this last program without cutting either food or equip- 
ment for these service-connected patients. If there are any reduc- 
tions that were to be made, I would be inclined to make them in other 
parts of the program. 

Mr. Triomas. There is no food in here. 

Mr. Yates. The medical care of the patients. I would be inclined 
to make it 

Mr. Tuomas. These are the boys that certainly deserve the best of 
everything. 

Mr. Yares. That’s right. 

Mr. Tuomas. But they are not in hospitals; they are walking 
around. 

Mr. Yates. They are still patients. If they weren’t patients, pre- 
sumably they wouldn’t be taken care of. 

Dr. Mippteron. This affects the hometown care and the outpatient 
program for service-connected veterans. I think it is one of the most 
vital of the medical programs. 





PATIENTS ON THE WAITING LIST IN ILLINOIS 


Mr. Yates. I asked a few minutes ago about the number of patients 
in Chicago who were on a waiting list. I assume that will be pro- 
vided for the record? Or do you have that figure now? 

Mr. Scuoen. In Illinois, these are just NP patients I have, of course, 
but in the State of Lllinois there are only a total of 165 on the w aiting 
list of NP patients; and 92 of those are in a State mental institution. 


COMPARISON OF PATIENT-DAY COSTS 


Mr. Yates. The next question pertains to cost of the care of these 
patients. You pointed out that it would have been cheaper to permit 
the patients to be taken care of by State institutions, pointing out the 
difference of cost per patient that exists between State and Federal 
institutions. 

is there a difference as well in the care the patient receives ? 

Mr. Scroen. There is a vast difference in the medical-care pro- 
grams. 

Mr. Yates. What is the difference? 

Dr. Mippteron. The difference is in professional and paraprofes- 
sional services. In other words, the Veterans’ Administration is very 
much ahead in the area of occupational therapy, physiotherapy, psy- 
chotherapy, and in all of the ancillary services to medicine. 

Mr. Yares. What is the difference in cost per patient between State 
institutions and the Federal institutions ? 

Mr. Scnoren. About $5, based on the average of the contract costs 
that we pay. 

Mr. Yarrs. Throughout the country ? 

Mr. Scuoen. That’s right. 
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Mr. Yates. It varies from State to State? 

Mr. Scnorn. That is right, and even from institution to institution 
it varies, 

Mr. Yates. Is the difference represented in better treatment ac- 
corded by the Federal Government over the State institutions? 

Dr. Mippteron. By all means. For the record, I should like to say 
that we survey our hospitals very carefully from the standpoint of 
cost accounting per patient, and we are as much or more interested 
in the low as in the high cost range, because when we survey them on 
occasion we find that it is cheap treatment and not superior treatment. 
We are interested in superior treatment and not cheap treatment. 

Mr. Jonas. We do provide a various number of services in our 
veterans’ hospitals that private hospitals and community-operated 
hospitals and State hospitals do not provide. 

Dr. Mippreron. That is correct, sir. 


NUMBER OF OUTPATIENT CLINICS 


Mr. Tuomas. Let me get one piece of information in the record 
here in more or less tabular form, gentlemen. How many of the out- 
patient, clinics do you have now ? 

Mr. ScHoen. Seventy, altogether. 

Mr. Tuomas. How many of them are operated separately and how 
many are operated in connection with your regional hospital ? 

Mr. ScHoen. Thirty-one will be operated in conjunction with hospi- 
tals at the end of our program this year. 

Mr. Tuomas. Are you consolidating six this year? 

Mr. Scuoen. Yes, sir. 

Mr. Twos. And the 6 will give you at the end of this year a total 
of 31 that are operated in conjunction with your 

Mr. Scuorn. Hospitals. 

Mr. Tuomas. How much money are you going to save by consolida- 
tion of those clinics? There is that $5 million I was talking about 
right there, isn’t it? 

Mr. Sonoen. No, sir. 

Mr. Tomas. Is it going to cost you more money to consolidate 
them? Let’s not doit, then. 

Mr. Scuoen. No, sir; it doesn’t cost more, but we have an overall $3 
million cut. 





UNOBLIGATED FUNDS 


Mr. Tuomas. What is your unobligated balance as of January 1, for 
this program ? 

Mr. Vursetni. While he is looking that up, I would like to make this 
observation. I think wherever we can make some reductions without 
doing violence to the service, we ought to do it. I have just been 
looking over the appropriations up in Agriculture. I think we are 
going to have to make some reductions there because they are very 
greatly increased over last year. There is a pressure among the people 
that I have never witnessed before about the constant inflation of Gov- 
ernment costs. If we can work out anything, I want to go along with 
the chairman’s suggestion. 

Mr. Tuomas. I think Mr. Vursell is sound as a dollar—as usual. 
What is that figure now? 
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Mr. Scuorn. We have obligated through December 31, for this ap- 
propriation, $42,282,000. 

Mr. THomas. Do you think you will have any unexpended balance 
left in this program ¢ 

Mr. Baker. Very small, sir. 

Mr. Tuomas. How much do you say ? 

Mr. Baker. No more than $200,000 or $300,000. 

Mr. THomas. You couldn’t make that a couple of million dollars? 

Mr. Baxer. No, sir. 

Mr. Tuomas. Of course, in the last half you don’t spend as much— 
only 40 percent—as you spend in the first half. 

Let me read this paragraph. It is quite significant. 

It is anticipated that the total demand for medical services by veterans with 
service-connected disability will increase by approximately 14,000 outpatient 
visitors over fiscal year 1956, and by 37,000 over fiscal year 1957. As the eligible 
veterans grow older, the treatment required becomes more complex and more 
frequent * * *. 

Does your experience justify that ? 

Mr. Scuoen. Yes, sir. 


NUMBER OF VISITS TO OUTPATIENTS CLINICS 


Mr. Tuomas. Will you insert in the record at this point the table 
showing the number of visits to all of your outpatient clinics for the 
last 5 years? You might break that down between dental and medical. 

(The information requested is as follows :) 


Outpatient visitors for medical services ! 








Fiscal year Total Statf Fee 
1953 __. ‘ ; ema 7 nes 2, 244, 790 1, 523, 901 720, 889 
1954 aoa se eae aeee 2, 151, 959 1, 498, 512 | 653, 447 
1955 2 as es ee 2, 156, 089 1, 536, 890 619, 199 
1956 : aeorg, bn eave 2, 108, 305 1, 498, 505 609, 800 
1957 estimated ____- Amy piha Caceainata -| 2, 088, 800 1, 493, 500 594, 300 
1958 estimated ‘ : ‘ ‘icieaee anal 2, 122, 400 1, 502, 900 619, 500 





1 An-outpatient:visitor isan eligible-veteran who:visits an outpatient clinic or hometown physician 1 or 
more times during agiven month. Therefore, the workloads as shown do not fully indicate the true volume 
of medical care accomplished. Even though the number of visitors has declined slightly from the 1953 level 
there has been an increase in time required by professional and technical personnel to provide this medical 
care. The increased amount of time results from— 

(a) the fact that as the eligible veterans grow older, the treatment required becomes more complex 
and more frequent, because of disability associated with advancing age which is adjunct to the basic disa- 
bility; and because of the increasing inability of the aging individual to withstand attacks of chronic 
illness without more frequent treatment and medication; 

(b) the fact that it has become possible to treat greater numbers of veterans with neuropsychiatric 
illness on an outpatient basis because of the merit of such drugs as reserpin and chloropromazine; 

(c) the fact that it isnow sound medical practice to treat TB patients In certain stages on an outpatient 
basis, using a variety of drugs such as streptomycin, PAS, pyrazinamide, and viomycin. Formerly 
such patients could not be permitted to leave VA hospitals. 


Outpatient dental examinations and treatments completed 








Fiscal] year | Total | Staff Fee 
SE Dot Sucndcuuntiudaubaig echidna hades j 679, 840 | 320, 380 | 359, 460 
1954. . - . d = sateuwe = ‘ i a x | 581, 366 | 212, 562 | 368, 804 
1955 - ‘ phe ated Gigeiatmenherawes owe — | 364, 989 183, 707 | 181, 282 
1956 - - ; es oe anil : ‘ j 248, 800 119, 555 | 129, 245 
1957 estimated _- bondnem tans : . . 201, 000 107, 400 | 93, 600 


1958 estinaated . Wiaken these jucuint ceeeuceaeeapedd 102, 800 | 68, 600 | 34, 200 
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TOTAL VA EMPLOYMENT 














Mr. Jonas. I have just one question. I am sure this is already in 
the record several times, but to refresh my own recollection: What 
is the net increase or decrease in personnel provided in 1958 over 1957 ? 

Mr. Keusey. In total? 

Mr. Jonas. In total, all pecigrems. 

Mr. We tts. 162,782 i in 1957; 162,365 in 1958; so it is a decrease of 
roughly 400. 

Mr. Tuomas. Doctor, thank you all. It is always nice to see you. 
We like to do business with you. We are your friends and you are 
ours. We want to try to do the best we can in these programs. 
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t ‘ 
yi SALARIES AND EXPENSES 
fe 
f PROGRAM AND FINANCING 
: 
—_—— : 7 : — — 
BS 1956 actual | 1957 estimate | 1958 estimate 
' | - | ———— 
} ae | 
Program by activities: 
t 1, Antimonopoly: _ es 89 | | 
i (a) Investigation and litigation_.................-.-|| $1,753,778 | $2,583,300 | $2, 760, 950 
ie (6) Economic and financial reports.._........-.-..--- | 314, 736 | 501, 000 679, 800 
Tae 2. Deceptive practices: 
i (a) Investigation and litigation..._.- 1, 232, 638 | 1, 124, 500 | 1, 223, 700 
be (b) Trade practice conferences and sm all business. - 230, 272 | 274, 500 | 312, 200 
(c) Wool, fur, and flammable fabrics enforcement -- 270, 242 | 327, 900 470, 550 
(d) Insurance. and trademarks_.._...- shin daevwauhd 86, 081 60, 000 | 60, 000 
; 3. Executive direction and management. ..-..........-- 367, 118 | 366, 200 | 413, 100 
i 4. Administration -........-.-.--- nena nnannan=-=-=--| 292, 298 312, 600 329, 700 
| peas bia - ete s 
IIIS 5c. chime ennenlncinnn a a 547, 163 | 5, 550, 000 | 6, 250, 000 
Financing: 
U nobligated balance no longer available - -. - sali cranansigitnte 1, 337 | | 
a _-----------| 4,548,500} 5, 550, 000 | 6, 250, 000 
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Obligations by objects 


| 
1956 actual | 1957 estimate! 1958 estimate 


Total number of permanent positions. . : 639 780 843 
Average number of all employees. - - - ‘ 610 735 811 
Number of employees at end of year. - 641 770 835 
Average salaries and grades: 
General schedule grades: 
Average salary : $6, 586 $6, 438 
Average grade... be ; f GS-8.8 


Personal services: 
Permanent positions_. —- wera bs $4, 137, 046 } 000 | $5, 284, 000 
Regular pay above 52-week base. - . 5, 916 20, 000 
Payment above basic rates c : , 524 5, 000 5, 000 


Total personal services : ‘ , 161, ) 000 5, 309, 000 
Travel... sp 4 ai and | 13, 37, 000 272, 500 
Transportation of things : 5, , 000 8, 000 
Communication services : : i, , 000 70, 000 
Rents and utility services . 27,3 3, 800 23, 800 
Printing and reproduction .- 20, 3, 000 47, 000 
Other contractual services - - - - , 715 32, 800 50, 300 

Services performed by other agencies , 137 5, 500 29, 500 
Supplies and materials ‘ 51, 858 53, 000 60, 000 
Equipment ‘ Sinn 18, 60, 900 45, 900 
Grants, subsidies, and contribuiions 

Contribution to retirement fund. ; J 334, 000 
Refunds, awards, and indemnities - - 


Total obligations . 4 i 5, 550, 000 6, 250, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation. . 548, 500 5, 250, 000 
Obligated balance brought forward 247, 807 250, 000 


Tota! budget authorizations available . 796, 307 5, 754, 366 6, 500, 000 
EXPENDITURES AND BALANCES 


Expenditures | 
Out of current authorizations - , 343, 668 5, 390, 5, 980, 000 
Out of prior authorizations : | 246, 409 250, 000 
Total expenditures . 590, 077 5, 504, 369 6, 239, 000 
Balance no-lowger,available: | 
Unobligated (expiring for obligation : cm 1, 337 
Other. 1, 337 | 
Obligated balance carried forward 204, 369 250, OOO 270, 000 


Total expenditures and balances_. _.| ; 4,796, 307 5, 754, 369 6, 500, 000 

Mr. Tnomas. Will the committee please come to order. We have 

with us this morning the Federal Trade Commission. It is certainly 
nice to see so many of our old and distinguished friends. 

We are glad to have our former colleague, the very distinguished 
Chairman, John Gwynne; Commissioner Anderson; Commissioner 
Kern; Commissioner Tait; Mr. Akerman, Executive Director; Mr. 
Parrish, Secretary; Mr. Glendening, Chief of Budget and Finance; 
Mr. Kintner, General Counsel; Mr. Stowe, Director of Public Infor- 
mation; Mr. Sheehy, Direcetor, Bureau of Litigation; Mr. Babcock, 
Director, Bureau of Investigation; Mr. Grandey, Director, Bureau of 
Consultation; and Mr. Whitney, Director, Bureau of Economics. We 
are all here. It is certainly nice to see you all. I hope you are feeling 
good. We don’t want any more bad weather; we have had enough of 
that. 
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Do you have a statement, you or your colleagues? We will be glad 
to hear you. I have gone over your justification quite carefully. It is 
really nice. Your letter that you have sent along is a masterpiece. 

Mr. Gwynne. Permit me to say that I didn’t entirely do it myself, 
Mr. Chairman. I thought it was good, too. It almost convinced 
me that I ought to ask for more money. 

Mr. Chairman, we certainly are glad to be here with you. I want 
to say at the start I have no statement to make aside from theletter. 

I do want to call attention to a few figures in just a minute. I 
want to say, too, at the start that our old friend Bob Secrest regrets 
that he is not able to be here. He went to Chicago to attend a con- 
ference. He wants to send his regards. I want to call attention to 
the fact that Mr. Tait is our new member and it is his first appearance. 
Is it the usual practice for him to include some biographical data ? 

Mr. Tomas. We are delighted to have him with us. We hope you 
come often and stay long. Let him tell us something about himself. 


BACKGROUND OF COMMISSIONER TAIT 


Mr. Tarr. I am a legal resident of Pittsburgh, Pa., residing in 
Bethesda, Md., 36 years ‘old; born in Indiana, Pa., a little town about 
65 miles from Pittsburgh. 

I took my undergraduate work at the University of Pittsburgh; also 
received my LL. B. from the same school; served in the Army for 414 
years in World War II. 

After I graduated from law school I was first law clerk to Judge 
W. Heber Dithrich of the Pennsylvania Superior Court; also, I was 
in the private practice of law in Pittsburgh with the law firm of 
Koontz, Fry & Meyer. 

In 1953 I came to Washington as executive assistant to Ralph 
H. Demmler, Chairman of the SEC. In July 1955 I went to the 
White House as special assistant. On November 2, 1956, I was 
sworn in as a scan of the Federal Trade Commission. 

Mr. Tomas. You certainly have had a lot of experience in 36 short 
7 ars, and 414 of them in ‘the military service. Congratulations. 

hat is mighty nice. 

Mr. Tarr. Thank you very much, sir. 


GENERAL STATEMENT 


Mr. Gwynne. I would like to make a statement, not in excess of 
3 minutes, that I think touches the highlights of our work. 

The amount recommended by the Budget Bureau this year is 
$6,250,000. The appropriation last year was $5,550,000. Theve is is an 
increase of $700,000. Included in that are some mandatory increases. 
For example, there is the increased sum that must be turned over to 
civil service for the retirement fund, which amounts in our case to 
substantially $334,000. There is an increase established by law in 
the commissioners’ salaries which amounts to $25,500, 

In addition, though not entirely established by law, neither is it 
entirely under our control, is the increase which is based on the 
extension of the quarterly financial report to include other matters 
than we have been including in the past. That accounts for about 
$100,000, making a total for those increase of $459,500, leaving a 
balance of about $240,500. 
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Now, I know even a small increase like that needs to be justified, 
and you would want to ask our staff members what we propose to 
do with it. 

Well, I think the best answer is we propose to do about what we 
have done with the increase last year. Most of it will go to employ- 
ing a few more people, perhaps, and other expenses to carry on the 
work of the Commission. 


INCREASED WORKLOAD 


I though you might be interested, however, in the increase in our 
work, which I hope 1 is some justification for the increased appropria- 
tion, although that is not responsible for all of it, I am sure. 

For example, i in the antimonopoly field, for the fiscal year 12 months 
ending June 30, 1956, we filed 42 complaints. For the first 6 months 
of fiscal 1957, that would be from July until the end of the year, we 
filed 36. 

In the deceptive-practice field the same situation exists. For the 
fiscal year ending June 30, 1956, we filed 150, and for the next half year 
we filed 82, and so on down the line. 

I don’t cite those to try to oo upon you the fact that everything 
can be determined by the number of cases filed. That is not correct. 
That is not our view. Nevertheless, we do have duties to carry out, 
certain policies laid down by the Congr ess, and if in carrying out those 
policies vigorous filing and trial of cases is necessary, then we regard 
that as our duty. 

However, I want to call attention to the fact that we have not de- 
parted from the view that Woodrow Wilson had, that we try to 
cooperate with business and with the people. 

I am glad to say that during the past year our voluntary program 
has increased by 25 percent, in other words, substantially 25 percent 
more applications to us for voluntary settlements and advice along 
the line that is quite far removed from litigation. 

We have also had more stipulations in the past year than in any of 
the last 4 years. 

That is about it, except I would like to say just one word about merg- 
trs, which is one of the important things before the Commission and 
before the country. 

CORPORATION MERGERS 


Since the amendment in 1950 the Commission has filed 18 cases; 1 
has been completely tried and an order issued; 2 have been settled; 15 
are in trial in one stage or another. 

By way of showing you the importance we attach to this, I can 
give you a brief list of the number of people that are engaged in it, 
among the professional personnel. 

We have, for instance, in the hearing examiners, 8 who are now 
spending a great deal of time in these merger trials. In the Bureau of 
Litigation, 24 are spending I would say practically all their time in it. 
In the Bureau of Investigation, 53. 

I don’t mean to say by that that is all they do, but they are devoting 
a great deal of time to mergers. 

As to the mergers recorded during the calendar year, in 1955 we 
had 846; in the calendar year 1956 we had 905. 








Sa ee a eR eS eT : 


| 
f 


410 


Gentlemen, that is about it. It has been a year of a great deal of 
activity. I want to, if I can do it with propriety, pay tribute to the 
members and staff for the devoted service they have rendered in what 
is, I have learned, Mr. Chairman, in my 3 years, a very difficult field. 
That is all, 

Mr. THomas. It is a very nice statement. Do any of the other Com- 
missioners have anything to say about it ¢ 

Mr. Anverson. As for myself, I think the chairman has covered it 
very thoroughly, Chairman Thomas. 

Mr. Tuomas. It is a nice statement, and I commend you all for it 


OBLIGATIONS BY ACTIVITIES 


Mr. Tuomas. Mr. Reporter, at this point will you insert the table on 
page 4, which is a good breakdown of the antimonopoly, deceptive 
practices, executive direction and management, and administration ac- 
tivities. It shows for the fiscal year 1956 you had $4,547,163 and for 
1957 an increase for all practical purposes of $1 million, - 950,000, 
and this year $6,250,000, an increase of $700,000 over last yea 

(The table referred to is as follows :) 


Obligations by activities 





Actual Allotment Requested | Increase (+ 
fiscal year fiscal vear* fiscal year | or de- 
1956 1957 1958 crease (—) 
Antimonopoly: | 
Investigation and litigation f $1, 753, 778 $2, 583, 300 $2, 760, 950 $177, 650 
Trade practice conferences and small busi- 
ness _. : 75, 000 90, 000 104, 100 14, 100 
Economic and financial reports Spl 314, 736 501, 000 679, 800 178, 800 
Deceptive practices: | 
Investigation and litigation . ._- 1, 232, 638 | 1, 124, 500 1, 223, 700 | 99, 204 
Trade practice conferences and small busi 
ness __ 155, 272 184, 500 208, 100 | 28, 600 
Wool, fur, and flammable fabrics enforce | 
ment __- wt oF cd 270, 242 327, 900 470, 550 142, 65 
Insurance and trademarks__..______-_--- ; 86, O81 | 60, 000 | 60,000 |... 
Executive direction and manageme es = 367, 118 366, 200 | 413, 100 46, 900 
Administration Ladicawd aot 202, 208 312, 600 329, 700 | 17, 100 
I a = 4, 547, 163 5, 550, 000 6, 250, 000 700, 000 


OBLIGATION BY OBJECTS 


Mr. Tromas. It might be well at this point to insert the table on 
page 5. It is a breakdown of your obligations. 
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Obligations by objects 


] | 
Actual | Allotment Requested | Increase (+) 
fiscal year | fiscal year fiscal year | or de- 
1956 | 1957 1958 crease (—) 


Personal services_. ._- | $4, 161,486 $5, 006, 000 $5, 309, 000 $303, 000 
Travel... ' 163, 861 237, 000 272, 500 35, 500 
Transportation of things... __- 5, 647 8, 000 8, 000 
Communication services. _. }, 839 67, 000 70, 000 
Rents and utility services ‘ , 341 23, 800 23, 800 
Printing and reproduction 20, 597 46, 000 47, 000 
Other contractual services » 715 32, 800 50, 300 

Services performed by other agencies... 4,137 15, 500 500 
Supplies and materials -- a ; 51, 853 53, 000 000 
Equipment. -.-_- : , 462 60, 900 , 900 —15 
Grants, subsidies, and contributions ; i - | 000 334, 000 
Refunds, awards, and indemnities__. 225 . 


i. ae DAR cahetek ; ; : 163 5, 550, 000 250, 000 700, 000 


COMPARISON OF APPROPRIATIONS FOR 1957 WITH ESTOMATES FOR 1958 


Mr. Tuomas. We will skip the table on page 6 and, Mr. Reporter, 
put in the table on page 7, which gives the complete story for 1957 
and 1958 by obligations. It shows for the year 1957 you had a total 
of 780 positions against a request of 843, an increase of 63 in 1958. 

( The table referred to is as follows :) 
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INCREASE IN NUMBER OF POSITIONS BY BUREAUS 


Mr. Tuomas. How many people did you have on the payroll as of 
December 31 or some recent period ? 

Mr. GLENDENING. On December 31 we had 718. 

Mr. Tuomas. Sixty-two unfilled positions. In the Commissioners’ 
office you have 25 people. I want to say this much: That I think we 
were long overdue in the passage of the executive pay bill. It should 
have been a year and a half earlier than when it was enacted. 

The Office of the Director has 81. That is all the housekeeping 
duties, as well as I remember. Office of the Secretary is 37; General 
Counsel, 59, an increase of 3; hearing examiners, 20, an increase of 
2 over last year; Bureau of Litigation, 108, an increase of 7; Bureau 
of Investigation, 342, an increase of 11 over last year; Bureau of Con- 

sultation, 51, an increase of 4 over last year; Bureau of Economics, 
120, an increase of 36 over last year. 

I want somebody to talk about the Bureau of Consultation. This 
committee, as well as I recall, went out of its way to help set up this 
Bureau about 5 years ago, with the theory we were going to cut down 
a lot of unpleasantness, “that it would prevent some inv estigation, that 
it would prevent some litigation, that it would leave a better taste in 

everybody’s mouth by getting industry together by saying, “This is 
your baby, and you work it out yourself. If you don’t work it out”— 
of course, meaning that we are going to attempt to work it out. 


CORPORATE MERGERS 


The Bureau of Economics has a couple of functions—financial re- 

orts, and so forth. You do a lot of economic studies to furnish the 
Bureau of Litigation and the lawyers, and even the Investigative Divi- 
sion; yet we have had more mergers in the last 3 or 4 years than we 
have ever had. I think we all know what is in here. 

I do agree with the chairman’s letter; I think the Commission has 
been terribly busy. I am just wondering, looking at the picture from 
an overall viewpoint, just what have we “gotten out of the Bureau of 
Economics, how much has our hard work amounted to, in view of the 
fact that we have had more mergers than we have ever had before? 
Tt raises the general question of. just how effective are your efforts. 
I know the efforts are many, and the Bureau works, and it works hard. 
The field is big. 

Tell us, first, about your Bureau of Economics and how it fits in 
with your question of mergers, and then tell us about the Bureau of 
Consultation. 

Mr. Gwynne. You say you would like a statement about consulta- 
tion first ? 

Mr. Tuomas. The other way around. What about the Bureau of 
Economics? How does it fit in with your mergers? What is your 
merger program? Are you going to have to go into litigation and 
go into investigations? Let’s wrap it all up in one package. 

Mr. Gwynne. Might I say, to cover it briefly, of course these—— 


NUMBER OF MERGERS SINCE 1951 


Mr. Tuomas. Have you a table for the last 5 or 6 years on mergers? 
I didn’t see it in your justification. Can you read into the record the 
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the fiscal year 1957? 


about ¢ 

Mr. Tuomas. Yes. 

Mr. Gwynne. Yes; if it isn’t in. I am sure we could furnish 

Mr. Tomas. Does anybody have it here? 

Mr. GLENDENING. No. 

Mr. Bascock. I don’t think we can go back 5 years on the statistics 
we have in front of us. 

Mr. Tuomas. When you get back to the office you can go back 5 or 
6 or 7 years. Read what you have in front of you. 

(The information requested is as follows:) 

1951, 703 ; 1952, 822 ; 1953, 793 ; 1954, 617 ; 1955, 846; 1956, 905. 

Mr. Bascock. We have the first half of this fiscal year, 500. 

Mr. Tuomas. Don’t you have 1955, 1956, and 1957 with you? 

Mr. Bascocx. I don’t think we have all of that. 

Mr. Tuomas. What years do you have with you? The number 
of mergers for what years? 

Mr. Gwynne. Here is a figure that may answer it very well. The 
number of mergers reported in the Bureau of Investigation, that they 
have done some work on, calendar year 1955, 846; in calendar year 
1956 the number was 905. 

Mr. Tuomas. Repeat those figures again. 

Mr. Gwynne. 846——- 

Mr. Tuomas. For 1955. How many for 1956? 

Mr; Gwynne. 905. 

Mr. Tuomas. You have no information for the first half of 1957? 

Mr. GLENDENING. We have the first 5 months. 

Mr. Tuomas. 453 mergers? 

Mr. GLENDENTING. Yes. 

Mr. Tuomas. This is the number of mergers that you took some 
official look at? 

Mr. Gwynne. That is about it. Of course, there isn’t any place in 
the country that I know of where you can get absolute figures on it. 
They are not required to report to anybody. 

Mr. Tuomas. They are not required to report and there is no—— 

Mr. Gwynne. That is right. We find out about a certain number 
of mergers and look into them, and those are the figures we have. 


CONCURRENT JURISDICTION WITH DEPARTMENT OF JUSTICE 


Mr. Tuomas. What is the jurisdiction of the Federal Trade Com- 
mission and the Justice Department now on mergers ? 

Mr. Gwynne. Weeach have jurisdiction. We cooperate with them. 
We have liaison with them. 

Mr. Tuomas. What is the line of jurisdiction? Are they overlap- 
ping? Put in the record at this point the jurisdiction of the two. 

Mr. Gwynne. There is concurrent jurisdiction. We make no at- 
tempt to divide it up by industries or to make any other division. 
When we run into a situation, we let them know we are investigating 
it. They do the same for us. Sometimes we run into a case where it 
seems advisable for either one or the other to handle it, because of their 


number of mergers from 1950 through the fiscal year, the first half of 


Mr. Gwynne. You mean, the number of mergers that. we know 
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handling of some cases in that field or for some reason they have 
special knowledge and could do the job better. 

oe Tomas. How many people does Justice have on antimonopoly 
wor 

Mr. Gwynne. I couldn’t say, Mr. Chairman. 

Mr. Guienventne. Their appropriation for the Antitrust Division 
is about $3.5 million to $4 million this year. 


REPORTING OF MERGERS 


Mr. Jonas. I was interested in the comment that there is no place in 
the United States where there are any statistics indicating the total 
number of mergers. It wouldn’t be difficult to get that from the State 
capitols; would it? You can’t merge two corporations in any State 
that I know of without filing papers with the secretary of state. 
Wouldn't it be possible to assemble that information from the State 
capitols ? 

Mr. Gwynne. I couldn’t answer that question. I doubt if you 
could. We get the most information from the financial papers. 

Mr. Jonas. I know. Wouldn’t it be easier to be in communication 
with the secretary of state in each State and have him furnish you with 
a list ? 

Mr. Parrtsn. Sir, one of the flaws in that possible approach is that 
when we talk of mergers we don’t just talk of the technical merging 
of two corporations. Our law covers the acquisition by one of stock 
in another company or one in the assets of another. There may not 
be any change in the corporate structure whatsoever. 

So, our figures include a lot of such transactions, and I don’t know 
why they would have to clear those with the State government; would 
they ? 

Mr. Jonas. I don’t think they would. They would have to clear 
all mergers that are actually mergers. It may be that that informa- 
tion wouldn’t give you full and complete information on a merger by 
stock acquisition, but it certainly would, I should think, give you 
the— 

Mr. Anperson. That is a good suggestion. One of the objections 
is that that would be too slow for our purposes. We have to get at 
these mergers when they are really fresh and are in the formative 
stage. From most of the State capitols they would come in a com- 
pleted form where the proper proceedings had been to show on the 
records that one or the other corporation had been swallowed up. 


JURISDICTION OF THE COMMISSION IN MERGER CASES 


Mr. Tuomas. Your jurisdiction doesn’t hinge on taking action be- 
fore the fact has been accomplished ; does it? 

Mr. ANnpDErsON. But it is well to know all of those things so when 
it is accomplished 

Mr. Tuomas. What does your jurisdiction hinge on? 

Mr. Gwynne. We have jurisdiction where there is a probability 
that the merger is illegal. We don’t plan to wait 

Mr. Tuomas. What constitutes illegality, then? Increase in price? 
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Mr. Gwynne. Not necessarily. It is laid down in the law if there 
is a probability that competition will be affected or diminished or 
tend to monopoly 

Mr. Tuomas. If the merger is accomplished and that probability 
comes about, you can always move in. What is the statute of limita- 
tions ? 

Mr. Gwynne. There is no definite statute of limitations. But there 
is a practical statute, Mr. Chairman, which is if a merger is not 
handled rather quickly it is pretty difficult to get a proper order of 
divestiture. Things are so mingled. Courts have had trouble with 
that problem in the past and we have had trouble. 

Mr. Tuomas. Even though there is a pronounced increase in the 
price structure of the product, and there is a clear-cut violation of the 
intent as far as antimonopoly is concerned ? 

Mr. Gwynne. That is right. The eggs are scrambled. 

Mr. Tuomas. It is hard to separate it ? 

Mr. Gwynne. I am convinced, and I think the Commission is, that 
promptness is absolutely essential in this merger field. When you 
know a merger is going to take place, you have to be able to investi- 
gate it, and if it looks as though it will probably bring about the 
results the law forbids, you should be in a position to move in. 

Mr. Tuomas. How many merger cases did you have last year? Was 
it 12? 

Mr. Gwynne. Who has the figures and can give them quickly? For 
the calendar year? 

Mr. Tuomas. Fiscal year 1956. How many have you had this 
year? 

Mr. Kern. Eighteen, three of which have gone to order. 

Mr. THomas. Was that litigation absolutely contested cases ? 

Mr. Kern. Yes; 18 of them. 

Mr. Tromas. How many cases did you have without any court 
action ? 

Mr. Gwynne. He is talking about last vear. That 18 is the amount 
we have had since the amendment of 1950. How many complaints 
were filed last fiscal year ? 

Mr. Jonas. It is on the first page of his letter; 12 complaints—— 

Mr. Tromas. I had a figure of 12 in mind, but the judge said 18. 

Mr. Bascock. That is since the amendment, Mr. Chairman; there 
have been 18 formal complaints. 

Mr. Tuomas. What amendment are you referring to? 

Mr. Bascock. The amendment of 1950. 

Mr. Tuomas. Is that figure 12 correct for the fiscal year 1956? 

Mr. Bascocrk. Yes. 

Mr. Tuomas. How many have you had for the first 6 months of 
fiscal 1957? 

Mr. Jonas. The same paragraph says 135 cases under investi- 
gation. 

Mr. Gwynne. The figures I have here indicate that the number 
filed under the Clayton Act for the first 6 months of fiscal 1957 is 8. 





MERGER INVESTIGATIONS 


Mr. Tuomas. That was my recollection. I was trying to carry 
it in my mind. Will you increase your activities, or surpass your 
activities of 1956, in regard to mergers ? 
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Mr. Baxscock. I think you will recall that we only had these addi- 
tional funds begining July 1, 1956. From that time on we began 
to accelerate our program. We have now in the field, I believe, placed 
35 men, and in the headquarters office for analysis, and so for th, some 
15 men. We are rapidly accelerating the program. We took our 
senior men and switched them onto the merger program and put the 
new men in the regular linework, this in the face of an a eere 
number of applications for complaint, which are up substantially a 
the present time. 

There is, inded, a prospect of much more affirmative action by the 
Commission within the very foreseeable future. 

Mr. Tuomas. Your Bureau of Investigation is vital, isn’t it? 

Mr. Bascock. Yes. 

Mr. TrHomas. Is that where your emphasis has ben placed now 4 

Mr. Bascock. Our merger work is ahead of everything in point of 
expedition right now. 

Mr. Tuomas. I notice you state that in your justification. I was 
just wondering if the results indicated it. What are the 12 cases that 
you went to compl: Lint on in 19564 You set out some here in general 
terms, such as milk. Can you put your finger on it right quick? You 
set them out here and it is very nicely done. 

Mr. GLENDeENTNG. Merger work starts on page 48. 

Mr. Tuomas (reading) 

The Commission, having received an increase in its appropriation, undertook 
in fiscal 1957 an intensive drive against illegal corporate mergers and acquisi- 
tions. The Bureau of Investigation has full responsibility for examining all 
reported corporate mergers and acquistions, identifying those of economic sig- 
nificance and investigation to determine whether they violate section 7 of the 
Clayton Act, as amended. Additional project attorneys, investigating attorneys, 
economists, market analysts, and others were added to the Bureau’s staff to 
assist in this work. 

There is no requirement in the existing law that the Commission be notified of 
corporate mergers or acquisitions either before or after consummation. 

At the beginning of fiscal 1957, there were 135 merger investigations pending. 
With additional personnel available, these investigations are quickly being com- 
pleted, while investigations of current mergers are being carried on with greater 
speed and effectiveness than was heretofore possible. Fifty merger investiga- 
tions were begun during the first 5 months of fiscal 1957. 

Last year the Commission estimated that mergers were being reported at the 
rate of 940 per year. 


Reported to whom—the Commission ? 

During the first 5 months of fiscal 1957 information sheets were prepared for 
453 mergers. If mergers continue at this rate, the total for the current year will 
be approximately 1,100. 

So, they are going up all the time. Is your law ineffective or what 
isthetrouble? Or is it just the inevitable force of business ? 

Is it good for the country rather than bad for the country to have 
these mergers / 1D verybody wants to do it. 

Mr. Gwynne. That is quite a question, Mr. Chairman. In the first 
place, we have recommended certain modifications to the law, in two 
respects particularly. One is that they be required to report their 
intention to merge; and the next is that we have some authority to get 
an injunction to prevent it in the proper case. 

As to what the merger movement means in the country, this thing 
we must face, of course: All these mergers are not illegal. They are 
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going on all over the country. But many of them we figure are 
illegal. There certainly must be a limit beyond which the country 
should not allow this to go. 

Mr. Tuomas. Put in the record, Mr. Chairman, and detail the 12 
mergers, the complaints filed in 1956, and the 8 cases where complaints 
have been filed for fiscal 1957. Does anybody have that information ? 

Mr. Gwynne. Do you want a little discussion of what those mergers 
are all about ? 

Mr. THomas. Yes. 


MERGER LITIGATION 


Mr. Gwynne. I think Mr. Sheehy can do that. 

Mr. Tuomas. Detail these cases. Some of them are set out here 
beginning on page 33, on through 34 and 35. We will insert pages 
33, 34, and 35 in the record. 

(The material referred to is as follows :) 


CASEWORK 
Merger cases 


The Commission entered an order limiting the amount of stock Union Bag & 
Paper Co. may hold in Hankins Container Co., a competing manufacturer of paper 
products. The two companies have a combined business of over $124 million in 
the sale of corrugated boxes and sheets and raw materials for these products. 

The order prohibits Union Bag from controlling Hankins, either through 
stock ownership, interlocking directorates, or any agreements restricting Hankins’ 
right to buy and sell paper products. 

The Commission also ruled that the June 1955 acquisition by Farm Journal, 
Inc., of the Curtis publication, Country Gentleman-Better Farming, violated the 
antimerger law. It ordered Farm Journal to divest itself of the names Better 
Farming and Country Gentleman and also the domestic subscription lists of the 
acquired magazine and the list of Country Gentleman advertisers. 

In the third merger case completed, the Commission approved a consent order 
requiring Scovill Manufacturing Co. to divest itself of the safety and common 
pin production of a principal competitor, De Long Hook & Eye Co. Scovill is 
the Nation’s largest manufacturer of safety and common pins, with 1954 pin 
sales aggregating $3,300,000 and combined sales of $110 million. 

The Scovill complaint was issued last March and the order was entered in 
September. 

Highlighting the new antimerger cases brought during the past year were those 
against four of the largest companies in the multi-billion-dollar dairy industry. 
Complaints were issued against : 

Foremost Dairies, Inc. (Docket 6495). 
National Dairy Products Corp. (Docket 6651). 
The Borden Company (Docket 6652). 
Beatrice Foods Co. (Docket 6653). 

The complaints allege these companies have violated the antitrust laws by 
acquiring all or part of the stock or assets of a combined total of nearly 300 dairy 
companies since 1951. 

Combined sales of the four companies in 1955 approximated $2.7 billion. 

“Constant and systematic elimination of actual and potential competitors” is 
charged in each complaint. 

Two of the Nation’s leading paper companies were also charged with illegal 
merger activity. International Paper Co., the world’s largest paper company, 
was alleged to have violated the antimerger law by acquiring the Long-Bell 
Lumber Corp. interests. The acquisition, according to the complaint, unlaw- 
fully increases International’s already dominant position in the industry. 

In the other paper industry complaint, Scott Paper Co.’s acquisition of three 
pulp and paper companies was challenged as violating the law. The complaint 
identifies Scott as the dominant manufacturer of such sanitary paper products 
as toilet tissues and towels, and a leader in the manufacture of facial tissues 
and household waxed papers. By the questioned acquisitions, the complaint 
says, Seott has increased its timber resources, pulp mills, and converted fa- 
cilities to the point that competition is unlawfully endangered. 


ie nn ee 
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Meanwhile, hearings were completed in the case against Crown-Zellerbach 
Corp., one of the world’s largest manufacturers of pulp and paper. 

Other recent antimerger complaints include the following : 

Docket 6608, Fruehauf Trailer Co.: This company, the world’s largest manu- 
facturer of truck trailers, was charged with illegally acquiring five of its com- 
petitors. As illustrative of the resulting increase in concentration, the com- 
plaint alleged that Fruehauf’s acquisitions had enabled it to increase its share 
of the market in new truck-trailer sales (in 1955) from 37 to 48 percent. 

The complaint also charged Fruehauf with exercising potential monopoly pow- 
er to frustrate the growth or survival of its small competitors by offering buy- 
ers special financial deals which these competing manufacturers cannot match. 

Docket 6478, A. G. Spalding & Bros., Inc.: The Commission’s complaint charged 
that Spalding had illegally lessened competition by acquiring Rawlings Man- 
ufacturing Co. These firms are 2 of the 4 leading manufacturers and dis- 
tributors of athletic goods in the United States. The complaint said Spalding’s 
sales in 1954 totaled $23,350,000 and those of Rawlings $10,500,000. 

Docket 6557, Brillo Manufacturing Co., Inc.: The Nation’s largest producer 
of steel wool was charged with violating the antimerger law by acquiring The 
Williams Co., one of its principal competitors. 

Docket 6646, The Vendo Co.: In this case, the largest manufacturer of soft 
drink vending machines was charged with illegally acquiring a major com- 
petitor, Vendorlator Manufacturing Co. Combined sales of the two com- 
panies, the complaint says, represent over 50 percent of all coil-operated bot- 
tled soft drink vending machines sold by an industry of only 16 members. 

Docket 6670, Erie Sand & Gravel Co.: The Commission’s complaint charged 
that Erie has gained control of the lake sand market on the southern shore of 
Lake Erie by unlawfully acquiring the Sandusky division of the Kelly Island Co. 

Docket 6689, Gulf Oil Corp.: According to this complaint, Gulf’s acquisition of 
Warren Petroleum Corp. threatens competition, particularly in the natural-gas 
liquids field. Warren is described as the largest nonintegrated producer of 
liquefied petroleum gas (LP-gas) and natural gasoline, and the principal 
source of supply for independent refiners, dealers, and distributors competing 
with Gulf and the other major oil companies. 


Mr. Tuomas. (tive us a few of the highlights of these cases. 

Mr. SHeeny. In December of 1955 the Commission issued a com- 
laint involving the acquisition by A. J. Spaulding & Bros., the 
argest producer of athletic equipment, of Rawlings, one of their 
larger competitors in that field. 

Mr. Tuomas. What is the total amount of business in the whole field 

of athletic equipment! It is sizable, isn’t it? 

Mr. Surruy. Very sizable. I haven’t those figures. I believe we 
have alleged those in the complaint. 

Mr. Vurseu. In the justifications, page 34, it shows Spalding’s 
sales as $23,350,000 and Rawlings as $10,500,000. 

Mr. THomas. $34 million altogether ? 

Mr. Vurseiu. Yes. 

Mr. Tuomas. That isinthe record. Go ahead, sir. 

Mr. Sueeny. In January 1956, the Commission issued a complaint 
against Foremost Dairies, Inc., docket 6495. 

Mr. Tuomas. How much business do they do? 

Mr. Parrisu. Page 33 gives the total picture. 

Mr. Tomas. What is the total amount of combined sales? 

Mr. Sureny. $2.7 billion. 

Mr. Tuomas. That is Borden, the biggest, National—— 

Mr. Sueeny. National is the largest. 

Mr. THomas. How did you come out there ? 

Mr. Sueeny. Those cases are still in litigation. 

In May of 1956 the Commission issued a complaint against the 
Brillo Manufacturing Co., docket 6557, which is shown on page 34 of 
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our justification, the largest producer of steel wool, acquired one of its 
principal competitors. 

Mr. Tomas. What is the volume of business? 

Mr. Sueeny. We do not show the volume of business there. I will 
have to furnish it for the record. 

(The information requested is as follows :) 

Total sales of steel-wool products by the two companies were in excess of $12 
million. 

Mr. Yates. Have you successfully resisted any mergers? Are all 
these cases pending? Have you brought any to a conc insion? 

Mr. Sueruy. We have successfully ‘completed 1 litigated case and 
have consent settlements in 2 others. The rest are in litigation. 

Mr. Yares. What is a “consent settlement”? What does it con- 
sist of ? 

Mr. Sueeny. In the Union Bag case that involved both section 7 
merger matters and section 5, restraint of trade matters, in which 
they tied up their supplies between the box manufacturer and the 
manufacturer of the board used in making containers, we completely 
eliminated the particular arrangements, the agreements that restricted 
commerce. 

At that time Union had acquired approximately 9 percent of Han- 
kins’ stock. In the consent agreement that we entered into with Union, 
they were permitted to hold that 9 percent for investment, but were 
precluded Sons acquiring any additional stock in Hankins or of voting 
their stock in any way to control Hankins. 

Mr. Tuomas. How many antimerger cases during this same period 
did the Justice Department handle?) How many complaints did they 
file? 

Mr. Sureny. I do not have that figure. It was in the last issue 
of the American Bar Association Journal. There was an article by 
one of their attorneys which gave that figure. My recollection is that 
it was not as high as the figure in the Federal Trade Commission. 

Mr. Tromas. We noted in the newspapers about the Attorney Gen- 
eral of the United States having threatened to file, I think he has 
taken an issue to complaint against two of the large steel companies, 
Bethlehem was going to acquire Youngstown Sheet & Tube. Did 
they go through with that merger? And then complaint was filed 
by the Justice Department in one of the district courts of New York, 
as wellasI recall. That has gone to the courthouse, we will say. 

Mr. Sueeny. Yes. 

Mr. Tuomas. Was anybody notified of that proposed merger, either 
Justice or the Federal Trade Commission ? 

Mr. Sureny. I believe the facts regarding that were pending before 
the Department of Justice for more than a year. I believe the press 
carried accounts that Mr. Stanley Barnes, when he was there, had 
notified the companies that if they went through with that the Justice 
Department would be required to go against it. 


STAFF CONSULTATION ON PROPOSED MERGERS 


Mr. YAres. Isn’t there a procedure under which they can come to 
your department ? 

Mr. Suerny. They may come in for a discussion, determination 
certainly at the staff level as to the thinking on a proposed merger. 
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Mr. Yates. Have any companies taken advantage of this procedure ? 

Mr. Sureny. Yes. One of our most impor tant cases, the Pillsbury 
case, Pillsbury’s acquisition of Ballard. 

There was a thorough discussion with their attorneys and officials 
prior to that acquisition. They were advised that it was of such a 
nature that the staff would be required to recommend to the Commis- 
sion a proceeding in the event that they acquired those companies. 

Mr. Tuomas. They did acquire them, didn’t they ? 

Mr. Sueeny. They went ahead and the Commission went ahead. 
That case is now in litigation. 

Mr. Kern. The same thing is true with one of our most recent 
merger cases, the International Paper case. They were advised by the 
Bureau they would probably take action if they went ahead with the 
acquisition ‘of the Long-Bell Lumber Co. We tried to get an injunc- 
tion in the second circuit to restrain them from going head with that, 
but we were turned down because it was held that there was no juris- 
diction in the Commission to get a restraining order. 

Mr. Tuomas. What are the facts to be in issue there? Here come 
two companies and you say, “No, don’t merge.” They say “Well, who 
knows more about our business than we do? We don’t think it is in 
violation of any law.” 


INTENT OF COMMISSION’S BASIC ACT 


Is the law very vague and indefinite? Is is hard to make a case 
under? Or is it a cut-and-dried question, a fact question, of whether 
or not you are going to increase the tendency for monopoly, or you 
are going to have an increase in price, or cutting down competition ? 
Is it a sort of debating society among the lawyers as to who can 
har sagur the jury the longest and best; is that what it boils itself 
down to? There is bound to be something very vague and indefinite 
when a Government agency goes over to a cor poration and says, “Now, 
if you do this we are going to take you to the courthouse,” and they 
write back and say “Take us. We are right. We will meet you at 
the courthouse.” 

Mr. Gwynne. I think, Mr. Chairman, that you can say this much: 
Prior to 1950 we never had a law that was worth much. When the law 
was amended in 1950, it plugged up some of the loopholes and at that 
time a lot of merging had already taken place. So, we have to take 
the situation as it is. Every merger case is a difficult case. The test 
is, the question is in each merger or acquisition, is there a probability 
that it will substantially lessen competition or tend to create monopoly. 

Mr. Tomas. You are talking hou the Patman 

Mr. Gwynne. No; the Kefauver-Celler amendment to section 7 of 
the Clayton Act. Unfortunately, no court has passed on those amend- 
ments yet. There are a lot of questions in it. The thing s full of 
problems, us you suggest. Some of these cases, however, in fact, I 
think the 18 cases we have, if we could ever get them into ae and 
get decisions, would almost answer all the problems that are raised. 

Mr. Tuomas. Where does it leave the Commission, as far as action 
in the field of antimerger work is concerned ¢ 

Mr. Gwynne. You mean, if the courts hold against us ? 

Mr. THomas. Yes. 

Mr. Gwynne. That may happen in some cases. 
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Mr. THomas. I say, suppose it does, the courts hold against you. 
Where does it leave the Commission, the Commission’s effective juris- 
diction and its effective ability ? 

Mr. Kern. If Congress feels the law needs strengthening, make it 
a per se matter, require additional notice or require licensing—— 

Mr. Tomas. The answer is that the law that you are operating 
under is ineffective, and if there is to be a change the Congress will 
have to rework it and pass some legislation; is that the answer / 

Mr. Anperson. Yes. 

Mr. Jonas. The trouble with that, as I see it, is that if you move 
so far in that direction you perpetuate a monopolistic situation that 
already exists and you deny competing companies an opportunity to 
expand so as to be able to compete with the giants that are already 
in the field. It seems to me we are approaching a situation similar 
to locking the stable door after the horse has been stolen. 

Mr. Gwynne. That is true. We have had situations where they 
have consulted us, and we have indicated that we would not bring 
an action. We felt the merger of those two corporations would actu- 
ally help competition, that they could compete better 

Mr. Jonas. With the giant that is already in the field ? 

Mr. Gwynne. With some gaint that probably should not have been 
allowed to be a giant. 





MERGERS IN THE INTEREST OF COMPETITION 


ar. Jonas. Some of these mergers are in the interest of compe- 
tition ? 

Mr. Gwynne. That is true. And a great many of them, I might 
say, do not have much effect either way. 

Mr. Yates. When you say “in the interests of competition,” you 
mean competition with a giant that may be in the field but not 
necessarily with other smaller business that may be in the field ? 

All these things are relative, as, for example, the merger of the 
Packard Co. and the Nash Co., which was permitted in order to per- 
mit some kind of competition with General Motors. If you had a 
smaller company than General Motors, the merger of the two com- 
panies would certainly be detrimental to the competitive status of 
smaller companies that might be in the field.. So you cannot, as an 
abstract principle, say that such mergers do promote competition 
because they help competition with a giant in the field? 

Mr. Gwynne. That is exactly correct. That is our view. Each 
case is a case of its own. It has to be decided on its own particular 
facts. 

The cases I had reference to in answering your question were the 
automobile cases. There you have a situation where the likelihood 
of a new competitor getting in is not too good. Therefore, it would 
appear that to let some of the smaller ones merge and afford competi- 
tion to the giant is the thing todo. You might have an entirely differ- 
ent situation in the grocery field where there are some giants and 
here comes a proposal of some people lower down, not the biggest 
ones, to merge. There you have to consider the very thing you sug- 
gest, the effect on the smaller people who are in competition 
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ANTIMERGER LEGISLATION 


Mr. Tuomas. How long have we had this Clayton Act and all these 
other acts? 

Mr. Yates. Since 1914. 

Mr. Tuomas. When did the giants come into being ? 

Mr. Gwynne. The whole trouble, Mr. Chairman, was 

Mr. Tuomas. We all recognize we have the giants among us. 

Mr. Gwynne. We have had these merger waves that have gone on. 
There have been a series of waves. 

Mr. Tuomas. The point is the giants have grown bigger and bigger 
since you have had the act. 

Mr. Gwynne. Correct. 

Mr. Tuomas. The act hasn’t prevented the giants from coming into 
existence. 

Mr. Yates. The question is whether or not the act was adequate 
for its purpose. I think the Chairman of the Commission recom- 
mended either last year or the year before when he came before us 
there be an amendment to the statute such as Congressman Celler 
proposed, which would require companies that intended or desired 
to merge to come before the Federal Trade Commission before they 
effected their merger to obtain the Commission’s consent. Do I re- 
member your testimony correctly ? 

Mr. Gwynne. We didn’t go quite that far. We didn’t propose 
licensing. We proposed an amendment that would require them to 
notify us. 

Mr. Yates. Wouldn’t it be a lot easier if they were to obtain your 
consent? Wouldn’t that provide for a measure of control which 
is necessary in order to prevent monopolization of particular in- 
dustries ? 

Mr. Gwynne. That has been suggested. I have not gone that far. 
That would amount to putting the matter of economic life and death 
in the hands of five people. That would seem to me—— 

Mr. Yares. Isn’t that what the Congress intended by creating the 
Federal Trade Commission, and giving you the job of preventin 
monopoly? This presumably is one of the standards under whic 
you check a merger and decide whether a merger is in the best interests 
of the community, why shouldn’t you have to pass upon this before 
the merger takes place rather than after it takes place? 

Mr. Gwynne. That would be putting quite a lot of authority—if 
you could simply say 

Mr. Yates. You have that authority after the fact; don’t you? 

Mr. Gwynne. No; wedon’t. We can issue a cease and desist order, 
require divestiture. But the courts still have the final say. 

Mr. Yates. They would have under any circumstances because 
there would be the right to appeal from your decisions. 

Mr. Gwynne. Then, if you accept the thesis that the courts have 
the final say 

Mr. Yates. I do accept that thesis. 

Mr. Gwynne. That is about what we do. 

Mr. Yates. Except in one instance you come in after the fact and 
you have the burden of proof, and in the other instance the corpora- 
tions themselves would have the burden of proof, of upsetting the 
Commission order; isn’t that right? 
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Mr. Gwynne. I don’t think this notice will have quite the effect 
that you say. We do not aim to wait until a merger has taken place. 
We hope to be able to speed up the work enough and have enough 
help that when we see a merger that is being planned that we think 
is detrimental, we hope to take action against it. 

Not only that, we would like to see the law amended so that in a 
proper case we could get an injunction to keep them from mingling 
the assets so you couldn’t make a proper order of divestiture. Then 
we would try the case. They would thus have their opportunity for 
2 day in court. 

Mr. Yates. How serious is this merger problem? Are we in the 
midst of a wave of mergers? 

Mr. Gwynne. Yes. 

Mr. Yares. Is it a serious problem ? 

Mr. Gwynne. To me; it is. That is a difference of opinion. I 
think the records show a tremendous concentration in this country-——— 

Mr. Yates. An increasing concentration ? 

Mr. Gwynne. Yes, sir. 

Mr. Yares. If this is true, why wouldn’t you require them to obtain 
consent before permitting further concentration ? 

Mr. Gwynne. Well, you do have that pretty much. 

Mr. Yates. You don’t have it. You have a right in the Commis- 
sion now to file a suit to try to restrain it and then you go into court. 
But the Commission in the first instance has to decide whether to take 
action. Before you will go into court you think pretty well that the 
proposed merger tends toward a monopolization, otherwise you 
wouldn’t file suit; isn’t that correct ? 

Mr. Gwynne. Certainly. 

Mr. Yates. You have to pass upon it, anyway. 

Mr. Tuomas. But that passing is not final. It is their judgment 
and that judgment is worth so much. It is not worth too much when 
it gets over to the courthouse. 

Mr. Jonas. I don’t think we ought to lose sight of the fact that 
simply stopping mergers is not the answer to all these problems, be- 
cause the merging or the creation of another big organization some- 
times is the only possibility of competing with the big ones that are 
already in the field. If you deny additional mergers, you are going 
to have the giant in the field absorb more and more of the business. 

Mr. Yates. You and I aren’t arguing with each other. What you 
and I are stating is that perhaps some mergers are desirable, some 
mergers are not. But the question has to be passed on by an appropri- 
ate body or by an appropriate court. 

The only point that I am making is that I think it would expedite 
the administration of this phase of the antitrust law to give the right 
to pass upon whether a merger is beneficial or detrimental to an agency 
such as the Federal Trade Commission, subject to final determination 
by the courts. 


COMMISSIONER'S OFFICES AND OFFICE OF THE EXECUTIVE DIRECTOR 


Mr. Tuomas. Mr. Reporter, will you put page 8 in the record, which 
shows the 5 Commissioners, and the 20 employees in the Commis- 
sioners’ offices. Also, let us put in page 9, “Office of the Executive 
Director.” This is the housekeeping division: Division of Personnel, 
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Division of Budget and Finance, Division of Management and Or- 
ganization, and Division of General Services. 
(The material referred to is as follows 7 


Commissioners and Commissioners’ Offices 


























| 
| 
Allotment, fiscal Requested, fiscal |Increase or decrease 
year 1957 year 1958 
+. oleae teeta ‘nk ent: times aie ee ae: ee oa 
Posi- Amount Posi- Amount | Posi- | Amount 
tions tions | tions | 
nareequgenaanin |__| ded —_|——-|— 
Comenieeieners. <1. 005051. he ek 5 $75, 000 5 | $100, 500 |___..__] $25, 500 
Commissioners’ Offices. _.........--.---- 20 124, 400 20 Re Listes sossdideia= 
Total personal services__.........-.-- 25 199, 400 25 | 224, 900 Poser 25, 500 
UR GNL i nlhss .... cnhseieunBetedebabie acinus Cniyeueictel Be bilndnwes EGE 1 i<cdctoletietaestn 
MOMs toh) secs sccend~bias | 25] 204, 400 25| 229,900 |... | 25, 500 
‘ 2s — : 1 


Funds requested provide the salaries and expenses of the Commissioners and 
the staffs in their offices. In fiscal year 1957, 20 positions are allocated to 
Offices of Commissioners consisting of administrative assistants and stenogra- 
phers, the attorney advisers to the Commissioners and a messenger for each 
Commissioner. 

An additional $25,500 is requested for fiscal year 1958 to cover the increased 
costs of Commissioners’ salaries in accordance with Public Law 854 84th Con- 
gress, 2d session. This law was approved July 31, 1956 subsequent to the time 
the 1957 allocations were made. 


Office of the Executive Director 


Allotment, fiscal Requested, fiscal | Increase or decrease 
| year 1957 year 1958 
Divisions pf. 22 ¢; 99 RE SY SE a ee a ee oe 
Posi- | Amount | Posi- | Amount | Posi- | Amount 
tions tions | tions 
Office of Executive Director_-_-._--__- 3 | $32,000 | 3} $32,000 US 
Division of Personnel. -_-.- ms 6 41, 300 | 6 | 41, 300 sheila 
Division of Budget and Finance. = 19 91, 800 | 19 | 91, 800 ‘ i 
Division of Management and Org: iniza- | 
tion ae 4 24, 200 | 4) 24, 200 henteepenes 
Division of General Services - - $3 49 207, 300 49 | 207, 300 
Total personal services_.. -- ae 81 | 396, 600 81 396, 600 . 
Travel_...... ak a oy wis’ 3, 000 amie 3, 000 


a a 81 399, 600 81 See OSS t 225i... f2..s. 


The Executive Director, as the Commission’s chief operating official, manages 
the Federal Trade Commission’s activities to achieve effective and economical 
operations. He has responsibility for operational and administrative direction 
of all the Commission’s Bureaus and field offices. The Office of the Executive 
Director also includes the administrative divisions of the Commission consisting 
of the Divisions of Personnel, Budget and Finance, Management and Organiza- 
tion, and General Services. No increases are requested for the fiscal year 1958. 


Mr. Tromas, It seems to me that 81 people out of 843 might be a lit- 
tle high for housekeeping duties. 


OFFICE OF THE SECRETARY 


“Office of the Secretary,” 37 employees against 37, last year. Will 
you put page 12 in the record. 
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(The material referred to is as follows :) 


Office of the Secretary 


Allotment, fiscal Requested, fiscal | Increase or decrease 



































year 1957 year 1958 
Posi- | Amount | Posi- | Amount Posi- | Amount 
tions tions | tions | 
| 
Office of the Secretary. ...............-.-. 10 $56, 000 10 | $56, 000 |........ a a 
Legal and public feared i ciceesiecie dn dblitih oh 23 101, 000 23 BE Enccconendioseunuteheade 
Public information...............--------- 4 21, 400 4 Ee 
Total, personal services. ..........-- 37 178, 400 37 570.000 .1...... Bae, 
I ccatiiwinteinnnetiiuddescatatne cep hukebus. RE Biskinniins LOOP WG ccmiweclw 








bie been toe ea 
Oe ST Sa Sa 37 179, 400 37 | 970) 000 bisisscuifictsi....... 





The Secretary and his immediate office receive and handle mail on all phases 
of the Commission’s work. He signs all orders and certain other official papers. 
He is also responsible for liaison with the Congress and Government agencies 
and for decisions on informal cases not submitted to the Commission. 

The Assistant Secretary for Minutes attends, takes the minutes of, and records 
the executive meetings of the Commission, prepares directives for the signature 
of the Secretary and keeps the calendar of pending matters. 

The Office of the Secretary consists of the Office of the Secretary, the Office 
of Information, and Legal and Public Records. No increase is requested for the 
fiseal year 1958. 


Mr. Tuomas. He is the clerk of the court, so to speak. He takes care 


of all the legal and public records and, of course, all our records are 
legal. In Public Information, you have 4 employees. 


OFFICE OF THE GENERAL COUNSEL 


In the Office of the General Counsel the Judge only has an increase 
of 3 lawyers over last year, a total of 59, with a total cost of $430,205. 
Mr. Reporter, will you put that page 14 in the record? 

(The material referred to is as follows :) 


Office of the General Counsel 





Allotment, fiscal | Requested, fiscal | Increase or decrease 
year 1957 | year 1958 
Divisions 



































Posi- | Posi- Amount Posi- Amount 
tion tion tion 
Office of General Counsel. --_...........-- 8 8 $64, 000 aoa 
Division of Special Legal Assistants... .- 10 10 69, 180 past 
Division of Appeals _..............-.-..-.. | 8 11 | 88, 000 3 $19, 000 
Division of Compliance..................- 26 26 DIT Lntiguct dl acessanannea> 
Division of Export Trade_-.............-- 4 4 25, 000 Saha 
Total personal services_............. 56 59 423, 705 3 19, 000 
Travel and other expenses... ._............| ---| 6, 500 se 
WR sete be tketcacedbiecadeusdens 56 7 59 A 3 











As the Commission’s chief law officer, the General Counsel is principal legal 
adviser to the Commission and its staff. His office— 
Handles all the Commission’s appellate and court work ; 
Obtains compliance with its cease and desist orders, including initiation 
of penalty suits ; 


b 
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Integrates cease and desist order compliance with programs for securing 
compliance with voluntary stipulations and trade practice rules ; 
Analyzes new legislation and represents the Commission before congres- 
sional committees ; ; 
Supervises the work of special legal assistants to the Commission ; 
Advises the Chairman of the Commission on clearance of voluntary indus- 
try agreements sponsored by other agencies in carrying out the Defense 
Production Act and the Small Business Act of 1953, as amended ; 
Reviews trade practice rules ; 
Advises businessmen informally on trade-regulation matters; and 
Prepares legal manuals and studies for staff use. 
Mr. Tuomas. How many of these people are lawyers, Judge ? 
Mr. Gwynne. The General Counsel is right here. Most of them 
are lawyers. 
Mr. KintNer. Roughly 45 out of 59, if we receive the funds, would 
be lawyers. The increase is in the Division of Appeals. 
Mr. Tuomas. I noticed that. We are going to give you that. 
Mr. Kintner. We anticipate a great flood of litigation in the courts, 
particularly as to antimerger matters. 


SALARIES OF ATTORNEYS 


Mr. Tomas. What are you paying these lawyers? 

Mr. Kin tner. I don’t have that information at hand. 

Mr. Tuomas. Your lawyers are bucking the finest lawyers in the 
country. If you go into the courthouse to try a case, even in the lowest 
courts, the other side of the table facing you wouldn't have a man 
drawing less than $100,000 a year in fees. 

Mr. Kintner. That is very true. In the court cases that we 
handled 

Mr. Tuomas. In your investigation setup, when you have a little 
hearing you have the same thing. They don’t send the little boys 
down there. 

Mr. Krntner. They send them in large numbers. 

Mr. THomas. What do you pay your lawyers? Do you have any 
idea? What is the turnover? When you get him trained, which 
corporation does he go to? How long does it take you to train him 
before he leaves ? 

Mr. Kintner. I draw $13,975 a year. 

Mr. Txomas. You could make four times that on the outside. 

Mr. Kintrner. I had an offer of $35,000 last year. Among our 
senior attorneys, Henry Miller draws $12,975. 

Mr. Tuomas. How long has he been with the Commission ? 

Mr. Kintner. A lifetime. 

Mr. Tuomas. How long has he been in there now ? 

Mr. GLENDENING. 34 years. 

Mr. Kern. He was legal assistant to Houston Thompson when he 
was on the Commission. 

Mr. Ktntner. My immediate assistant in my office, Mr. Loughlin, 
draws $11,610, and he has turned down repeated outside offers of 
higher salary. He has been with the Commission about the same 
period of time I have, about 8 years. 

Mr. Buffington, the Assistant General Counsel in charge of the 
special legal assistants, draws $12,420. He has been with the Com- 
mission most of his working life. He has 3 attorneys in his shop at 
the present time, 2 of them drawing in excess of $11,000 a year, and 
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1 of them, a younger man, nearly $9,000. In the Appellate Division, 
Assistant General Counsel Dawkins, who is one of the 

Mr. Tromas. Judge, will you let me interrupt you? You have 
some fine devoted public servants there. I venture to say that with- 
out a single exception any one of them could go on the outside and 
do much better than he is doing here financially. Are these salaries 
that you have mentioned that you are paying your people, are they 
the highest grades or salaries permitted under civil-service rules 
and regulations ? 

Mr. Kinrner. That is a question. I have asked that our appellate 
attorneys who go to the Court of Appeals and Supreme Court be 
upgraded by one grade. I believe that under civil-service regulations 
we can do that. 

I might say that Judge Gwynne and I have discussed this matter, 
and we are going to make a try at getting them an additional grade. 

Mr. Tuomas. You can get a little help on this side of the table. 
Does the Civil Service Commission have that authority ? 

Mr. Kinrner. We think under the present regulations that these 
gentlemen could be upgraded. The trouble is that the Civil Service 
Commission often looks at the number of people they supervise, and 
we are forced to—— 

Mr. Tomas. Off the record. 

(Discussion off the record.) 

Mr. Kinrner. With this expression of opinion from you—— 

Mr. Tuomas. We want this on the record. 

Mr. Kintner. That these appellate attorneys should be up- 
graded 

Mr. Tuomas. The number of people they supervise—it has been 
written into this bill time and time again—should not be the determin- 
ing factor in the compensation. A man supervising 1,000 people, or 
one supervising 500, it is bound to have some weight, but what has it to 
do in the case of a lawyer ? 

Mr. Krxtner.I am president of the Federal Bar Association, and 
one of our programs is to attempt to upgrade the salaries of Govern- 
ment lawyers so that the Government may hold these capable men. 

Mr. Tuomas. That is fine, but let us talk about the Federal Trade 
Commission right now. 

Mr. Kintner. We are doing our part at the Federal Trade Com- 
mission. Judge Gwynne has repeatedly agreed to salary increases 
under the theory that our able lawyers must be held at the Commis- 
sion, that the Commission should be permitted to cash in on their 
experience. Last year we lost, I believe, only 2 of our approximately 
40 attorneys in my office to private industry, which, I think, is a rather 
good percentage figure. 

Mr. Kern. We have lost good lawyers to congressional committees, 
too. 

Mr. Gwywne. I think, Mr. Chairman, if I can interpose a word 
here, I think you have put your finger on something that is very impor- 
tant. This year we have taken on a lot of new lawyers, young lawyers, 
a lot of them just out of school. We have made an effort to get young 
men who are promising. I think the results are pretty good. Yet be- 
fore I quit the Commission a lot of these boys will be back sitting on 
the other side of the table. What are you going to do about it? 
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Mr. Tuomas. Did the Federal Trade Commission get any super- 
grades out of the act last year creating a lot of supergrades im the 
Government ? 

Mr. Akerman. It was cut down. We only got one during the last 
year. We got Mr. Kintner. He wasa grade 16 ‘and went toa ‘grade 17. 
We have applications over there in connection with out bureau chiefs to 
raise them one grade. That hasn’t been acted on. 


BUREAU OF LITIGATION 


Mr. Tuomas. Let’s take a look at the Bureau of Litigation. Mr. 
Reporter, put the table on page 24 in the record. 
(The material referred to is as follows :) 


Bureau of Litigation 








| 
Allotment, fiscal | Requested, fiscal | Increase or decrease 
year 1957 year 1958 
Posi- Amount | Posi- | Amount Posi- Amount 
tions | tions tions }j 
Personal services____ Poke 101 $741, 045 108 $777, 545 | 7} $36, 500 
Travel and other expe nses__- 44, 500 §3, 000 }...--- 8, 500 
Total ; 101 785, 545 | 108 830, 545 7 45, 000 





This Bureau prepares and tries cases brought under the trade-regulation 
statutes administered by the Commission. These cases involve practices ranging 
from false advertising by a single firm to price-fixing conspiracies involving entire 
industries. 

The cases fall into three major categories: 

1. Monopolistic practices alleged to violate section 5 of the Federal Trade 
Commission Act or section 2, 3, 7, or 8 of the Clayton Antitrust Act, as 
amended by the Robinson-Patman Act, 

2. False and misleading advertising and other unfair and deceptive acts 
and practices alleged to violate section 5, 12, or 15 of the Federal Trade Com- 
mission Act. 

3. Violations of the Wool Products Labeling, Fur Products Labeling, and 
Flammable Fabrics Acts, 

Since the Bureau’s workload is largely dependent on the cases developed by 
the Bureau of Investigation, the litigation program for fiscal 1958 cannot now 
be forecast in detail. However, the prospective program may be indicated by a 
review of the Bureau’s past accomplishments, its current caseload, and investi- 
gations in the pipeline. 

Both the caseload and the output of the Bureau’s staff showed increases in 
fiseal 1956 over fiscal 1955. as reflected in the following table: 


| Antimonopoly Deceptive Total 
practices 


1955 1956 1955 1956 1955 1956 
eesti di aidipaliahelontitite cached aeiahaaianneiaanattinetieintanmtal <—. nat 3 ——|——— 
Complaints issued 36 | 42 | 125 150 161 192 
Orders to cease and desist_- 30 | 137 | 82 2132 112 | 169 
Complaints dismissed 8 3 5 5 13 s 

: | < ae oi : : wf 
Hearings held (days) 272 365 339 305 611 670 
Final arguments | 9 | 15 17 11 26 26 
Briefs, motions, appeals, ete - - | 148 | 214 301 415 449 629 


' In addition, 3 orders partially disposed of cases. 
2 In addition, 1 order partially disposed of a case. 
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Mr. Txomas. 101 employees again 108 in 1958, an increase of 
$45,000, or a total of $830,545. 


WORKLOAD DATA 


I notice that this table gives your workload. Complaints issued: 
36 for antimonopoly in 1955, 42 in 1956. What do you have for the 
first half of 1957 Deceptive practices, 125 in 1955 and 150 in 1956. 

Mr. GitenpdENtING. The 5-month figure is shown on the next page. 

Mr. Tuomas. We will put the table on top of page 25 in the record. 

(The material referred to is as follows :) 


Likewise in the first 5 months of fiscal 1957 (July 1 to November 30, 1956), 
the same high level of activity was sustained, as shown by this tabulation : 


Litigation casework, July 1 to Nov. 30, 1956 











Anti- Deceptive Total 
monopoly practices 
ee I ii iis i sh nc wet ieieein nse abside 31 68 99 
I i RINNE CNB nh beh cnnineenasnenes-é-tebdue 12 1 50 1 62 
BERT EEE SE SEES KS Ae 8 0 
SEE ee ea eee 10344 141}4! 245 
do oe cab ddenadubdcmddeaeeetattbons 2 6 8 


Briefs, motions, appeals, ete. ____- bntaseeela il aaatiediaian 92 174 266 





1 Includes 1 order partially disposing of case and also 1 order later rescinded. 


Mr. Tuomas. Complaints issued on antimonopoly, 31, deceptive 
practices, 68 for 5 months against 42 and 150 for the full 12 months 
preceding that. It shows an increase of 15 or 20 percent. 

The cases fall into three major categories: (1) Monopolistic practices alleged 
to violate section 5 of the Federal Trade Commission Act or sections 2, 3, 7, 
or 8 of the Clayton Anti-Trust Act, as amended by the Robinson-Patman Act. 
(2) False and misleading advertising and other unfair and deceptive acts and 
practices alleged to violate Sections 5, 12 or 15 of the Federal Trade Commis- 
sion Act. (3) Violations of the Wool Products Labeling, Fur Products Labeling, 
and Flammable Fabrics Acts. 


INCREASE IN FUR ACT ENFORCEMENT 


Mr. Tuomas. I notice you want to increase your activities in the 
fur business. How much of an increase? 

Mr, Sueeny. The total increase is on page 29, Mr. Chairman. 

Mr. Tuomas. Will you put the table beginning about the middle 
of the page in the record ? 

(The material is as follows :) 


Efforts to increase compliance with the Wool and Fur Acts will be intensified. 
Complaints and orders under these acts for the past 3 years were as follows: 














Fiscal year Fiscal year Fiscal year 
1954 1955 1956 
I, ng stil nnnoe dine a I cal ha Sie 15 | 36 | 37 


PR ck scan cabk ae eh SEER ote Bac atk dian aie 14 | 22 | 36 


Twenty-six wool and fur complaints were issued in the first 5 months of fiscal 
1957, and an additional 3 were sent to the Commission with recommendations 
for complaints. 
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Furthermore, with Congress having directed that an additional $50,000 be used 
for stepped-up investigation of compliance with the Fur Products Labeling Act in 
fiscal 1957, it is certain that the Bureau of Litigation will be confronted with a 
sharp increase in such casework in fiscal 1958. 


Mr. Tomas (reading) : 


Efforts to increase compliance with the Wool and Fur Acts will be intensified. 
Complaints and orders under these acts for the past 3 years were as follows: 
Complaints, 15 in 1954, 36 in 1955, and 37 in 1956. 

Twenty-six wool and fur complaints were issued in the first 5 months of fiscal 
1957, and an additional 3 were sent to the Commission with recommendations for 
complaints. 

Furthermore, with Congress having directed that an additional $50,000 be 
used for stepped-up investigation of compliance with the Fur Products Labeling 
Act in fiscal 1957, it is certain that the Bureau of Litigation will be confronted 
with a sharp increase in such casework in fiscal 1958. 

Mr. Gwynne. That was done in the Senate. 

Mr. Tuomas. I just don’t remember that. Who did that and when? 

Mr. ANperson. Even without our request. 

Mr. GLENDENING. That was amended in the Senate, an additional 
$50,000-— 

Mr. Toomas. What was amended? 

Mr. GuenpENtNG. The appropriation bill. 

Mr. Bascock. The $50,000 was given us without our request in the 
Senate for fur. 

Mr. THomas. You have the money for 1957? 

Mr. Gwynne. That is right. 

Mr. Anperson. $50,000 more than requested. 

Mr. ‘THomas. Have you filled the positions? 

Mr. Bascock. Yes. 

Mr. Tuomas. How many were there? 

Mr. Bascockx. Fourteen. 

Mr. Tuomas. Have they been filled now ? 

Mr. Bascock. Weare using it for the cost of the staff. 

Mr. Tuomas. You are doing what? 

Mr. Bascock. The equivalent of 14 men. We do not assign the 
men entirely to the fur work, but we give the equivalent in man-years 
to the work, in order to save-—— 

Mr. Tuomas. Had there been any noticeable violations of your 
Wool and your Fur Labeling Act? 

Mr. Bascock. Yes, sir; there was a good reason to accelerate the 

rogram. We have brought out a lot of complaints in the last year 
both in wool and in fur. 

Mr. Tuomas. Are they substantial violations ? 

Mr. Baxscock. They are; yes, sir. Wool for cashmere; reused wool 
for wool; ratskin for mink. 

Mr. Jonas. Have you stopped that sort of practice ? 

Mr. Bascock. Yes, sir. 

Mr. Jonas. Do you have a table showing a report of those activities ? 

Mr. Barcock. I believe it is in the report of the Commission, Mr. 
Congressman. 

Mr. Gwynne. It is 29, I believe. 


88278—57—pt. 1—_—-28 
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DIVISION OF WOOL, FUR, AND FLAMMABLE FABRICS 


Mr. Tuomas. On the middle of page 40— 


Fur, wool, and flammable fabrics : 26 complaints and 19 orders were issued against 
violations of the Fur Products Labeling Act. The cases covered misrepresenta- 
tion of furs and their country of origin and misrepresentation of price. Fic- 
titious pricing was a prevalent practice and included such devices as advertising 
spurious liquidation sales. 


It might be well to put that paragraph in the record—it is the mid- 
dle paragraph on page 40—entitled, “Fur, wool, and flammable 


fabrics.” 
(The material referred to is as follows :) 


Fur, Woor, AND FLAMMABLE FABRICS 


Twenty-six complaints and nineteen orders were issued against violations of 
the Fur Products Labeling Act. The cases covered misrepresentation of furs 
and their country of origin and misrepresentation of price. Fictitious pricing 
was a prevalent practice and included such devices as advertising suprious 
liquidation sales. 

Seventeen orders to cease and desist and eleven new complaints were issued 
under the Wool Products Labeling Act. The products involved included 
such wool products as coats, caps, blankets, comforters, battings, and fabrics. 
Illustrative of the practices challenged was the use of the word “cashmere” to 
describe a fabric consisting of wool, rabibt hair, and some cashmere. 

The Commission also was active in enforcing the Flammable Fabrics Act. 
Nine cease and desist orders and nine new complaints were issued. 


Mr. GienpentNG. Pages 56 and 57 also carry considerable infor- 
mation. 

Mr. Tuomas. Fifty-three to fifty-seven. We might put this para- 
graph in the middle of page 53 and all of page 54 in the record. 

(The material referred to is as follows :) 


DIvIsion or WooL, FuR, AND FLAMMABLE FABRICS 


The Commission is charged by Congress with the administration of three sepa- 
rate and important pieces of consumer legislation—the Wool Products Labeling 
Act of 1939, the Fur Products Labeling Act of 1952, and the Flammable Fabrics 
Act which became effective in July 1954. The purpose of these acts is to pro- 
tect consumers, manufacturers, and distributors from misbranded wool and fur 
products and from false invoicing and advertising of fur products and furs, as 
well as from the dangers surrounding the use and marketing of highly flammable 
wearing apparel and fabrics. 

The Wool Products Labeling Act and the Fur Products Labeling Act provide 
for informative labeling of wool and fur products. The affirmative requirements 
of the Fur Act also extend to invoicing and advertising of fur products and furs. 
Under the terms of the Flammable Fabrics Act, wearing apparel or fabrics 
intended for such use, not meeting the prescribed standard of flammability set 
out in the statute, must be entirely removed from the market. 

To obtain compliance with these statutes, actions for condemnation and injunc- 
tion, as well as criminal prosecution for willful violations, are available in the 
Federal courts. These actions are in addition to the Commission’s regular cease- 
and-desist-order procedure. 

Under each of the statutes, the Commission is directed to prepare and issue 
rules and regulations necessary and proper for the administration and enforce- 
ment of the acts. These regulations, which upon promulgation become substan- 
tive law, have been issued and are being maintained by the Division of Wool, 
Fur, and Flammable Fabrics as integral parts of the legislation. These regula- 
tions are highly complex and technical, and, because of continuing economic and 
technological advances, are under constant study with the view to promulgating 
such amendments and new rules as appear necessary in the public interest. 
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A register of continuing guaranties under each statute is maintained by the 
Division for those who wish to avail themselves of the guaranty provisions of 
the laws in affording protection to their customers, . Registered identification 
numbers are issued by the Division under the Wool and Fur Acts for use on 
required labels. 

. The very nature of these three pieces of consumer legislation, which differ 
materially from the other statutes administered by the Commission in view 
of their affirmative requirements, makes necessary compliance inspection and 
industry counseling work throughout the entire United States. This inspection 
work is carried on each year at appropriate seasons in the important markets of 
the country. It is conducted at all levels of merchandising, including manu- 
facturing, wholesaling, and retail distribution. Under planned inspection. pro- 
grams, the compliance of those amenable to the statutes is checked periodically 
and assistance given them in making on-the-spot correction of deficiencies. 
Counsel is also given them concerning their responsibilities under the law. 
Where substantial violations of the statutes are found, full investigations of 
the practices are made and formal action recommended against offenders. 

Approximately 70 industries are engaged in the manufacture of products 
subject to the provisions of the Wool Act. Members of these industries approxi- 
mate 25,000 manufacturers and 260,000 distributors. Subject to the Fur Act 
are approximately 7,500 manufacturers and 75,000 distributors. Approximately 
40,000 manufacturers and over 300,000 distributors are subject to the provisions 
of the Flammable Fabrics Act which covers the entire fields of wearing apparel 
and fabrics used in it. 

Highly competitive conditions now prevailing in the wool products industry, 
together with the general rising prices of consumer goods, are causing many 
manufacturers to resort to the use of substitute materials and fibers of lower 
quality and cost in maintaining established prices for their products. Current 
inspections reveal an increase in misbranding of wool products and emphasize 
the need for an accelerated compliance inspection program including the exam- 
ination of fiber content records required of all wool product manufacturers. 
Especially is this true in the interlining, wool batting, and comforter industries, 
as well as the suppliers of reprocessed and reused wool fiber stocks which under 
such conditions have been and are being upgraded to higher classifications. 

Now and for the past few years there has been an increasing demand for 
fabrics and garments made from specialty fibers such as cashmere, vieuna, 
camel hair, alpaca, and llama, as well as fabries made from a blend. of wool 
and fur fibers taken from expensive fur-bearing animals. The scarcity of these 
fibers, together with premium prices, has resulted in many cases in the substi- 
tution of less desirable fibers and the misbranding of wool products. 


Mr. Tuomas (reading) : 


Approximately 70 industries are engaged in the manufacture of products 
subject to the provisions of the Wool Act. Members of these industries approxi- 
mate 25,000 manufacturers and 260,000 distributors. Subject to the Fur Act 
are approximately 7,500 manufacturers and 75,000 distributors. Approximately 
40,000 manufacturers and over 300,000 distributors are subject to the provisions 
of the Flammable Fabrics Act which covers the entire field of wearing apparel 
and fabrics used in it. 


Mr. ANpeERSON. Page 56 has a very, very fine breakdown, Mr. Chair- 
man. It isthe last half of the page. 


WORKLOAD DATA 


Mr. Tuomas. Yes, we will put the table on pages 56 and 57 in the 
record... That is it in a nutshell. 
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(The material referred to is as follows :) 
Work load statistics for fiscal year 1956 and first 5 months of fiscal 1957 














| 
1956 | ist 5 months, 
| 957 
I. Field —— and industry counseling: | 
ee ets othe, cb ntiteupandee been smebenaeyeneqngee =em 2, 895 1, 392 
Fur ae Ce Ree Ral tdindnsdinsempneihies kearnt apport ilan > I uahieie 7 541 Z 
RED ONIONS BON so bagel dbo ok soils wddncd dicsubeddbldavcdaua 2, 435 1, 308 
II. Interpretations and opinions rendered c 
einen ie hath len eeh neti nadslemenvenn=enenste~tes ons 1, 637 566 ¢ 
Nts Rite ee ae cnounne aiid bonsensountunpestatapewse 1, 166 503 ] 
Denne Wemtee Bees. seas oii LA dd a. J 621 187 ] 
III. Informal cases involving minor Woo] and Fur Acts deficiencies handled I 
nN ct 7, 603 | 3,179 J 
IV. Investigations completed recommending: 
Complaint: { 9 
I i ihe ia apediithe on «pan ; 17 3 
Fur Act--.-.-- cnliee emir e-dtadkite 33 | 21 
Flammable Fabrics Act-- ee OUI. 4 | 1 
Section 5 (fur fibers hemebred 5.2: hace noone 3:3. ts 
— — a _— 
ES a Sue e eee. cain oceketantanecktaus 56 | 25 
Stipulation: 
Wool Act.....-.---- Ne a Oe 10 9 } 
TENG, = Sontcewssegeetns tka dance tenGeebon 58 11 ‘ 
Obs pedi able Aeibintes + bprh tides cree Gny< rt op cetts+ees 68 20 
Ve Reaeeres | identification numbers issued: | 
incbeockbae Gadi dadowdeddssicdesl ds ceécaundsibvedes 495 | 246 
Be SOR SE 8 dhe bid bled Lobb Rabbis - dd sosse dnd cines 184 52 
VI. ee eien, guaranties received and filed: 
Sant Se oe ehh a hat haben dachddhdepemb-cnehaeee 1, 1387 384 
POND ecb edbbccedebadudbedectsbiadudesccaubetdéccvcudde sub oauld 666 465 
ee Sh chileak (ti ~ashd npc us 204 53 


Mr. Jonas. That table doesn’t indicate you have stepped up any 
activity. 

Mr. Parris. The second column is just 5 months. 

Mr. Jonas. This is not even half of what you did in 1956. 
double the last column, you are still not up to 1956. 

Mr. Anverson. That is just 5 months. 

Mr. Jonas. If you double it, it is still not up to 1956. I don’t under- 
stand the increase in activity. 

Mr. Bascock. 32 fur and 14 wool against 56 in the previous year. 

Mr. Jonas. That is not shown on this table. 

Mr. Akerman. As of this morning there are approximately 20 cases 
in the fur field that have moved from investigation to litigation on 
which the complaints will be out within the next few weeks. Isn’t 
that about right, Mr. Sheehy? Somebody told me this morning there 
were about 20 fur cases. 

Mr. Sueeny. That is about right. 


If you 


BUREAU OF INVESTIGATION 


Mr. Tuomas. Let us turn to investigations, page 45. We will put 
the table in the record. 


| 
| 
: 
i 
: 
: 
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(The material referred to is as follows:) 


Bureau of investigation 


Allotment, fiscal Requested, fiscal | Increase (+) or 
year 1957 year 1958 decrease (—) 


Divisions 


Posi-| Amount | Posi-| Amount | Posi-| Amount 
tions tions tions 


| 


Office of the Director ____-_- = $117, 000 7 $117,000 
Office of Project Attorneys.......-...-- , 536, 880 536, 880 
Field offices..___ Sorrrereere eet? eet aise ans 3 | 1,287,905 
Division of Accounting wer j 120, 700 6 120, 700 |.....-j}..- 
Division of Wool, Fur, and Flammable Fabrics. 5 100, 275 7 100, 275 
Division of Scientifie Opinions LAbes . 57, 500 | 67, 500 
Total, personal services. _-_-_. . K 2, 117, 850 342 | 2, 180, 350 7 
Travel and other expenses... ..........-- ee 210, 550 





aie 2, 390, 000 | il 


Mr. Tuomas. This is your big bureau, 331 employees last year 
against 342 this year at a cost of $2,3 90,900, which is an increase. of 
$107,550 over last year. Your increase is in the field offices. Last 
year you had 193 employees as against 203 this year. 

The Commission’s investigative work falls into two major categories: (a) 
Regular investigations performed by project attorneys and investigators as- 
Signed to branch offices, and (b) special investigations performed by the 
Divisions of Wool, Fur, and Flammable Fabrics, and Accounting and Scientific 
Opinions. 

Requests for corrective action by the Commission are being received at the 
eurrent rate of 3,400 a year from the public, businessmen, Members of Congress, 
and other Government agencies. 

Where is it set out about some of your effective w ork | in your investi- 
gations? Is this table on 47 the best one on workload? On restraint 
of trade you have 144. 

What does this purport to show? [Reading:] 

Below is a tabulation of informal matters pending as of July 1, 1956, in the 
Bureau of Investigation by the type of violation alleged. 

That is pending on July 1. Federal Trade Commission Act—re- 
straint of trade, 144. Total antimonopoly, 700. Deceptive practice 
matters, Federal Trade Commission Act, section 5, 575; section 12, 
165; Insurance Act, 72; Wool Act, 38. 

lL would like you to comment on three investigations—insurance, 
drugs, automobile parts. I think you said in your justification that 
you have successfully brought to conclusion one of your complaints 
on automobile spare eat 

Mr. Bascock. We have several cases in work. 


ANTIBIOTICS INVESTIGATIONS 


Mr. Tuomas. Speak to those three general classes of investigations. 
What has been the reslt of your investigation in antibiotics and dr ugs ? 

Mr. Bascock. We have done nothing. I believe the Bureau of 
Economics is working in that and have a general study going on. 
The three cases I had didn’t result in complaints, and the facts 
developed were turned over to the Bureau of Economics for study 
in connection with the overall antibiotics study. 
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Mr. Tuomas. No complaints have been filed in drugs ? é 

Mr. Bascock. Yes, sir; but they involve section 2 of the Clayton 
Act, mostly. 

Mr. Gwynne. I think maybe you are referring to the investigation 
we are making of antibiotics, the economic investigation. That is 
being done by the Bureau of Economics and they are progressing. 
The latest I have heard is that they expect to finish it 

Mr. Tuomas. In other words, the study then is purely economic 
and the Bureau of Investigation hasn’t gotten that far yet ? 

Mr. Gwynne. They have a lawyer, as I understand it, constantly 
sitting in with the investigation. The investigation, however, is an 
economic investigation. They will report their findings. 

Mr. Tuomas. Your first step is an economic investigation ; isn’t it? 

Mr. Gwynne. Yes. They have been conducting an economic inves- 
tigation into the question of—one of the questions, at least, is the price 
of these antibiotics. Undoubtedly, if any illegalities turned up, com- 
plaints will be recommended. 

Mr. Tuomas. How long have you been working on that now? 

Mr. Gwynne. The resolution directing it was ordered some time 
ago. However, real active work was 

Mr. Tomas. Over a year ago. What has been done? 

Mr. Gwynne. About a year ago. Dr. Whitney, can you tell us 
about that, or Alec? Tell us where it stands right now. 

Mr. AxerMAN. The antibiotic field, the original resolution was 
passed some time ago but the work was delayed pending the merger 
work. On July 13 of this year, the Commission approved a new reso- 
lution. Pursuant to that resolution on July 20, the first questionnaires 
went out. Those answersarein. Analysis of this work is being done. 
That should be completed on May 15. As a special investigation, 
starting a special feature of the investigation, in August of last year 
was the patent feature, information as to approximately 600 patents 
in the field, which have been compiled and we have had the services 
of a consultant on patents working on that. That draft is due to be 
finished on May 15. 

We were successful in obtaining quite a good bit of information 
from the Government agencies, such as the Veterans’ Administration, 
Department of Health, Education, and Welfare, and the armed serv- 
ices procurement agencies. We are now moving into the actual pric- 
ing field of it. We have our people in the field today in the offices 
of these firms so that when we ask for information we will know what 
their accounting setup is so that we will know just exactly what type 
of questions to ask to get the information. 

Editing and compilation of the above schedules should be completed 
by May 16. Our timetable calls for the complete draft of the report, 
which we hope to be completed and go to the print shop on June 30. 
The only possibility that can stop us is if we do run into the question 
of failure of the companies to voluntarily give the information and if 
we have to have legal process. So far, we haven’t had todothat. We 
have obtained the information we want without compulsory process. 
If we get this last accounting information, we can go right on schedule. 
Of course, if they renege and if we have to go into court, that would 
probably delay us. e hope to have the complete factual study of 
the antibiotics industry in the Government print shop on June 30. 
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INVESTIGATIONS IN RETAIL FOOD FIELD 


Mr. Tuomas. T notice this rather choice language. It is not refer- 
ring to any particular group, but I think it is interesting: 


During the rest of this fiscal year and to an even greater extent in fiscal 1958, 
an increased effort will be made to prohibit the granting or receipt of discrimi- 
natory promotional allowances, especially in the retail food field. The Commis- 
sion’s recent announcement of its determination to “clear this field of dangerous 
monopolistic practices” already has resulted in numerous petitions for complaint 
from trade associations, nonfavored customers, and from smaller manufacturers 
or processors who have been subjected to the pressure exerted by large chain 
food store organizations possessing tremendous purchasing power. These peti- 
tions for complaint are expected to increase. To give them prompt attention 
will require substantial funds and manpower for the Bureau of Investigation, 


BUREAU OF CONSULTATION 


What about this Bureau of Consultation? We will insert page 58 
in the record. 
(The material referred to is as follows:) 


Bureau of Consultation 


Allotment, fiscal | Requested, fiscal Increase (+) or 
year 1957 year 1958 decrease (—) 


cl rr 
Posi- Amount | Posi- | Amount Posi- 
tions | tions tions | 


lites ca dtnebiesca boas Se Gates ee 


| | | | 
Office of the Director. ----.......-- 9 | $46, 000 12 | $59, 000 | 3 
Division of Trade Practice Conferences --| 24 173, 600 | 24 | 173, 600 |_.. 
Division of Stipulations... .--- (Jais.Li 9 79, 700 9 | 79, 700 |_.- 
Division of Small Business_............---| 5 45, 000 6 | 51, 500 1 

Total personal services___.......-- 7 344, 300 51 | 363, 800 4 
Travel and other expenses-_--.....---- 4, 000 |--2----- 6, 000 | 

47 | 348, 300 51 369, 800 21, 500 





This Bureau is composed of the Divisions of Trade Practice Conferences, Stipu- 
lations, and Small Business. Its functions are: (1) to seek voluntary com- 
pliance with the laws administered by the Commission by means of trade 
practice rules, conferences, stipulations, and other types of informal proce- 
dures; (2) to give informal advice (but not formal opinions) in matters under 
trade practice rules and stipulations; and (3) to advise small business in- 
formally on matters over which the FTC has jurisdiction. 

Mr. THomas. You have an increase of 4 jobs this year, or a total of 
51, with a total cost of $369,800. You have the Division of Small 
Business, Division of Trade Practice Conferences, and Division of 
Stipulations. What good is this Division doing? How much money 
has it saved you? How effective has it been in preventing litigation? 
How effective has it been in holding down antideceptive practices, 
mergers, and so forth? 

Mr. Gwynne. Do you want to hear from Mr. Grandey on that, 
who is in charge of it? 

Mr. Granvey. Mr. Chairman, we do not deal with merger prob- 
lems in consultation 

Mr. Tuomas. What do you deal with? You have a Division of 
Small Business, a Division of Stipulations, and a Division of Trade 
Practice Conferences. You don’t think you folks could talk them out 
of a merger here; you aren’t above that, are you ? 
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DIVISION OF SMAI. BUSINESS 


Mr. Granpry. We havea special merger staff to do that. In Small 
Business, we give advice to small-business men, and we average 100 
Sapanies and responses a month. 

r, THOMAS. at kind of advice does small business want from 
ou? 
z Mr. Granpey. They want-—— 

Mr. Tuomas. To merge and get bigger? 

Mr. Granpvey. No, we take those folks up to the merger people. 
They want to know everything from the propriety of advertising as 
to what their rights are under the Trade Commission Act to protect 
them from predatory practices of competitors to price and monopoly 
practices. We give them that information from the staff level. We 
have asked for an increase of one man in that staff because the work of 
the Division has increased about 26 percent. Interest is remaining in 
it at a very high level. 


DIVISION OF TRADE PRACTICE CONFERENCES 


Mr. Tuomas. Here is where this Division was set up. That was 
the basis of it. You have added a few extracurricular activities. 
Tell us about what you are doing in trade practice. [Reading :] 

This Division administers the trade practice conference program of the Com- 
mission. This provides for: establishment and revision of trade practice rules 
for industries in cooperation with their members; furnishing of advice and guid- 
ance on requirements of the rules; and obtaining of voluntary compliance with 
the rules on an individual as well as an industrywide basis. 

Put your finger on something definite you have done. 

Mr. Granpey. I would like to refer to one thing that I think is very 
significant, an informal proceeding we have developed to deal with 
cigarette advertising. The Commission adopted, after conferences 
through our staff with the cigarette industry, guides for its staff in 
advertising of cigarettes, in 1955. Since then we have not been re- 
quired to sue a cigarette manufacturer. 


ACCOMPLISHMENTS OF THE DIVISION OF TRADE PRACTICE CONFERENCES 


Mr. Tuomas. You set out a table on page 60 which I think ought 
to be in the record. 
(The material referred to is as follows:) 


ACCOMPLISHMENTS DURING Fiscar 1956 
Statistics relating to the rulemaking activities of the Division are as follows: 


Applications, authorized trade practice conferences, and completed proceedings 


New and revision trade practice conferences authorized__.______________ 19 
Applications for new and revision trade practice conferences pending___—___ 18 
i i ao i adiicedinabediimemcinnenteroliccenmaiumets 87 
Applications for new and revision trade practices conferences received 
ee Ged A iO Oo oy a ek 28 
Proceedings authorized on Commission’s own motion._....-........-_-____ 2 


CURR. DPOCRCGINES. GO DO GINDOSOE OF onc gn sew ineme iim nm nmmmecinesisind 67 
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Applications, authorized trade practice conferences, and completed 
proceedings—Continued 


Disposition (July 1, 1955, to June 30, 1956) : 


Applications denied by the Commission_._..-.--..-._-.--------~---- 16 
New industries for which trade practice conference rules were pro- 

ete ssl rsca inte sine oe edd eb hints teeta pterbietaiia 10 
Industries for which trade practice conference rules were revised and 

IE ao: ss cniges sonnmagnivtapipinsien sib taps apatites ame eieniiiaoeinn coamaene aan 4 
Total number of industri ies for which rules were promulgated (new and 

paviehot Mis ss ss i rai he is peek td 14 
Total ‘proceetiings Wimpowe OC sores kde nensincewbicsee eee 30 
Total proceedings pending June 30, 1956 (authorized, 15; applications, 

etn ni ctl Ta een ic cicada lea cig tascaaak tae plied cloister el 37 
Trade practice conference rules in force July 1, 1955.-_.-.----___--_- 153 
Trade practice conference rules rescinded during year__.__-_...__-_--_- 4 
New rules promulgated (including 1 consolidation of 3 previous sets)__ 11 
Trade practice conference rules in force June 30, 1956__...-.------_- 160 


Mr. Tuomas (reading) : 


Applications for new and revision trade practice conferences received during 
the year, 28. 

What does that mean ? 

Mr. Granvey. Those include all the applications we have received 
from various industries for trade practice conferences. 

Mr. Tuomas. When they make an application with you for a con- 
ference, what do they want to discuss? 

Mr. Granpey. Their practices may involve primarily 1 or 2 prob- 
lems, either of an advertising or monopoly nature, or they may want 
to deal with all the practices in that industry that are affected by 
our laws. 

Mr. Tuomas. Mr. Chairman, does the Commission and the staff 
think that this has been effective or that it is worth the money? Is it 
doing any good or accomplishing anything ? 

Mr. Gwynne. You mean, the whole program of trade practice 
conferences or the whole program of consultation, either one? 

Mr. Tuomas. Include either one or both. 

Mr. Gwynne. Yes; I think it is a very important part of the work. 
I think you need two things. You need to be able to back these things 
up with actual trials that are handled quickly. However, the viola- 
tions and the work is too extensive 

Mr. Tuomas. Let’s confine it to this conference business. What is 
behind that operation is to cut out some violations or prevent any in 
the future from arising? 

Mr. Gwynne. Here is a good example, Mr. Chairman, in the ciga- 
rette field. We had, years ago, cases against the cigarette companies 
in regard to their adv ertising. 

Mr. Tuomas. We took them to the courthouse on cigarettes ? 

Mr. Gwynne. Yes; and a number of them went to the Supreme 
Court of the United States. Recently Mr. Grandey’s bureau has had 
conferences with the cigarette peo le and was able to work out, not 
strictly a code, but a set of rules of ‘ don’ts,” at least, which were issued 
for the guidance of the cigarette people. I think it has been pretty 
well observed ; am I correct ? 

Mr. Granvey. Yes. 

Mr. Gwynne. And you have not found occasion to bring another 
of those expensive lawsuits ? 
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Mr. Granpey. And over 40 claims which would be questionable have 
been discontinued. 

Mr. Tuomas. What about the applications denied, 16? You mean, 
the industry representative came in and said that with X association 
we want to do so-and-so, and then this division said, “We will put it 
before the Commission,” and the Commission said, “You can’t do 
that”; is that it? 

Mr. Gwynne. Of course, certain applications that come in do not 
qualify for one reason or another. Can you give us a little more 
information on that ? 















LIAISON WITH AN'TI-TRUST DIVISION 
Mr. Granvey. Among other things, we have a policy that if the 
Department of Justice has proceedings and will object to a trade 
practice conference, we recommend the denial of it. It is the policy 
of the Commission to deny it so not to interfere with the Justice 
proceedings. Sometimes we have litigation pending within the Com- 
mission involving unresolved issues desired to be spelled out in trade 
practice rules. It is not thought best in some of these instances where 
the unresolved issues are very controversial to work them out by trade 
practice rules. 

Mr. Tuomas. Judge, shouldn’t you absorb Justice or Justice absorb 
you’ Weare in the field of mergers here. Isn’t that a good example 
of where a merger is in order? 

Mr. Gwynne. That would be quite a question to undertake to answer 
today, for me, at least. We do have, I think, very good liaison with 
Justice in certain fields. 

Mr. Tuomas. What do we need with two competing agencies doing 
the same thing? 

Mr. Anperson. They are not exactly competing. They may be 
in some things. 

Mr. Gwynne. As the General Counsel just suggested, a lot of 
their work is criminal. Ours is not. <A lot of their work is an attempt 
to punish somebody for something he has done. 

Mr. Tuomas. What aboveu their work which is the same as yours? 
That is what we are talking about. 

Mr. Gwynne. Thats very true. 

Mr. Tuomas. Is there any justification, good management or any 
other way you can look at it, for those cases where you are trying | 
to put somebody in jail. That is certainly within their exclusive | 
jurisdiction. We have two units of Government doing one and the 
same thing. It doesn’t make for effective enforcement, does it? You 
are afraid you will touch something and the other fellow is afraid he 
will touch the same thing, and perhaps between the two, it is not 
touched. 

Mr. Gwynne. Theoretically, you could say that you might combine 
them and the fact that they are not combined is perhaps a disadvan- 
tage. Practically, I have not found any particular disadvantage. 
We have good liaison with them. It is only in certain fields, you 
understand, Mr. Chairman, that there is this overlapping. They have 
none of this consultation business, none of this trade practice confer- 
ence procedure. 
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Mr. Tuomas. They could have it just as easily as you have it, 
couldn't they, if they were on their toes like this commission is, could 
they not ? 

Mr. Gwynne. You could change the law. 

Mr. Tuomas. You don’t need any change of law. 

Mr. Anperson. They have no jurisdiction under the Federal Trade 
Act. 

Mr. Parrisu. They don’t have jurisdiction on false advertising. 

Mr. Tuomas. What is your opinion on that, Judge ? 

Mr. Kintner. The Department of Justice has primarily criminal 
and junitive jurisdiction. 

Mr. Tromas. Will you send a copy on that? We may want to put 
it in the record at this point. 

Mr. Kintner. I will be very happy to. We are designed primarily 
to prevent these monopolies before they reach full bloom, to advise 
businessmen how far away they must stay from the precipice. 

Mr. Tuomas. You are going to advise them, but they don’t have 
to come to you for advice ? 

Mr. Kintner. That is right. We encourage them to do so, and we 
back that up with our injustice powers. 

Mr. Trromas. Do you have any ? 

Mr. Kinrner. Yes, sir. We have our cease and desist authority 
under the various statutes. 

Mr. Tuomas. You don’t have any injunctive authority to keep two 
corporations from merging? 

Mr. Kinrner. We have asked Congress to grant us that authority, 
and we hope Congress will this session. 

Mr. Tuomas. The answer to my question is, “No, we don’t have it 
now”; is that it ? 

Mr. Krinrner. No, sir. We wish we did. 


BUREAU OF ECONOMICS 


Mr. Tuomas. Will you put page 69, “Bureau of Economics,” into 
the record at this point ? 
(The material referred to is as follows :) 


Bureau of Economics 


| | 

| . 

Allotment, fiscal | Requested, fiscal Increase (+) or 
year 1957 year 1958 deerease (—) 


} | 

7) | al ' 
| Posi- | Amount Posi- | Amount | Posi- | Amount 
| 


tions tions 


| 
Office of the Director , 5 $34, 000 5 $34, 000 | 
Division of Economie Evidence and | 

Reports 37 244, 600 { 287, 600 $43, 000 
Division of Financial Statistics 42 184, 900 66 274, 900 24 | 90, 000 


Total personal services 84 | 463, 500 | 120 | 596, 500 36 | 133, 000 


Travel and other expenses | 31, 500 42, 000 10, 500 


Total. : 64 | 195, 000 120 638, 500 ’ 143, 500 
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The Bureau of Economics has three major functions: to give economic and 
statistical assistance to the Commission in its investigative and trial work, to 
prepare economic studies for publication, and to compile quarterly financial 
reports on manufacturing corporations. 

Mr. THomas. My lord, these positions jumped from 84 to 120, and 
they have been economizing around here for years. Didn’t we take 
a little off the Bureau of Economics and establish that consulting 
bureau several years ago? 

There are other topics invested with public interest which have received 

informal division study. Illustrative of these but by no means confined to them 
are the following: 
Page 70 sets out some of your workload. What are the main duties 
in the Division of Economic Evidence and Reports? We thought 
that was the big one, but I see now you are going back to your Division 
of Financial Statistics, 66, an increase of 24 over last year. The Eco- 
nomic Evidence Division has an increase of 12. 


DIVISION OF ECONOMIC EVIDENCE AND REPORTS 


The Division of Economic Evidence and Reports is chiefly render- 
ing economic and statistical assistance on merger cases. Did you 
have a table in here setting that out or was it all narrative? Let’s 
read this paragraph on page 71 into the record: 


For economic report work, it is requested that the 1957 allocation of $244,600 
be increased to $287,600 in fiscal 1958. This amount will provide funds for the 
salaries of additional professional and clerical personnel needed to makeup a 
well-rounded economic study group which could undertake efficiently as many 
as three studies at once within the broad field of competition and monopoly. 
At the same time, the augmented staff would make possible improved economic 
assistance in the Commission’s trial work. This increase also would enable 
the staff to obtain more and better preliminary information on whether proposed 
studies are justified from the standpoint of practical value to business and the 
public. 


How many studies can you have going on at one time now? 

Mr. Wuirney. We have one study going, the antibiotic study. The 
rest of our work is service work for the other bureaus of the 
Commission. 

DIVISION OF FINANCIAL STATISTICS 


Mr. Tuomas (reading) : 


Division of Financial Statistics: The principal function of this Division is 
to obtain and summarize every 3 months the essential facts on the financial 
status and operating results of a representative cross section of the Nation’s 
manufacturing corporations. This Quarterly Summary gives the only current, 
accurate financial picture of the Nation’s manufacturing industry. 

Among its users are: (1) The President, in his annual and midyear economic 
reports to Congress; (2) The President’s Council of Economic Advisers, and 
the congressional Joint Economic Committee, for evaluating current business 
conditions— 


and so forth. 
GENERAL OPERATING EXPENSES 


Mr. Reporter, put page 74 in here showing “General operating 
expenses.’ 
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(The material referred to is as follows:) 
General operating expenses 














Allotment | Requested Increase 
fiscal year fiscal year fiscal year 
1957 1958 1958 
on isiipaannanintictnsatitentncsipliphiniiiiatiatiecii anata insite tiiniiasigniiaiiatel 
| 

IIE COIR, 0. dis ncdapbgeccennccscahdemiaewsane val $8, 000 CR GED Lccncdivcmiin 
Communication Services. ..........0.0ded5656pandupenscden tied 67, 000 A ee ee 
PETRIE GIG BODTOCUORIONE . o. 46 ice nn ge ccc n as cccttececscsen | 46, 000 Gi GO avigqutimapunn 
Repairs, alterations, etc_..........-..-----.------.+--.-------- 7, 500 10, 250 $2, 750 
EAREEEY. SER OPRTREN ane cane on= sear dsngspene=deqreson- eee | 2, 500 2 GE. dono serenieneen 
RAG wok bb torino dads re bees cases Eb bnaeecencauedscewont | 15, 600 16, 800 1, 200 
Pro rata cost medical services, New Y Cly See | 500 | GOD hascagunwscade 
Supplies and materials_.................---.- bea nedee atthe 53, 000 60, 000 7,000 
ee ctl sitet Cs ik i deeedhb kei on | 60, 900 40, 900 —20, 000 
Grants, subsidies, and contributions. ...............-.-----.--|------------- _ 834, 000 | 334, 000 
WB cpascdecbsvpecbenntadithiddenstsusetdichdhee=<ddetiae 261,000 | 585, 950 | 324, 950 








There are listed above increases for general operating expenses not other- 
wise charged to operating programs. These increases are based upon estimated 
requirements for Commission operations for the fiscal year 1958 at the levels 
set forth in the detailed justifications. 

Mr. Tuomas. It shows an increase of $324,950, but of that $324,950, 
most of it goes in grants and subsidies over to Mr. Phil Young; is 
that correct ? 

Mr. GLENDENING. Yes. 

Mr. Tuomas. And it shows a decrease of $10,000 in truth and in 
fact; is that right ? 

Mr. GLENDENING. Yes. 


INVESTIGATION OF COFFEE PRICES 


Mr. Yarrs. Mr. Chairman, what does the Commission do to stop 
inflation? Does it have any function in that respect? 

Mr. Gwynne. I suppose the enforcement of some of the laws should 
have some good effect. For instance, the prevention of mergers 
probably should. 

Mr. Yates. Do you follow up on that at all to stop inflationary 
trends or not? 

Mr. Gwynne. At least, I don’t think of it much. There are certain 
policies laid down by Congress; certain things are against the law. 
We undertake to enforce them. 

Mr. Yates. In 1955, I think as a result of the Congress giving you 
either authority or direction to make a coffee investigation, Mr. 
Howry, who was then Chairman of the Commission, told this com- 
mittee, as it appears on page 171 of the hearings, of this committee, 
for the 84th Congress, 1st session : 

One other investigation should be mentioned. In early 1954, following the 
sudden sharp rise in the price of coffee, the Commission directed its attorneys, 
economists, statisticians, and accountants to conduct a full-scale investigation 
of the coffee exchange and industry in the United States to determine whether 
this price rise was attributable to violation of laws falling within Commission 
jurisdiction. For several months a large number of staff members were en- 
gaged in this investigation which has resulted in a 523-page economic report. 
It is significant to note that during and following this investigation the spot 
price of coffee on the exchange declined from a high of 95 to a current price 
of 6644 cents per pound. At the same time there has been a corresponding drop 
in the price to the housewife. A complaint containing allegations of restrictive 
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practices has been issued against the exchange and certain of its members. The 


radio this morning said there had been another 10 percent decline in the price 
of coffee. 

Mr. THomAs. The price went down 10 percent this morning. Are you taking 
full credit for it’ 


Mr. Howry. Yes, sir. Currently, the economic staff is engaged in a merger 


study— 
and so forth. 


Do you know what the price of coffee is now / 

Mr. Wuirney. Yes. Santos coffee is about 60 cents a pound as 
against that 95-cent peak. It is about what it was when Chairman 
Howry testified. 

Mr. Yates. That is interesting because I talked to some people yes- 
terday and they tell me they are paying over $1 a pound for coffee. 

Mr. Wurrney. What were they paying in 19: 547 That partieular 
kind might have been over a dollar. 

Mr. Yates. The kind they were buying is up to almost a dollar. 
The price of coffee has moved up since 1954, and I don’t know that the 
price of coffee at Santos will reflect what the price of coffee is in the 
market. I am wondering whether the Commission is doing anything 
in connection with the study it made that resulted in this significant 
break. Do you follow up or do you pay no attention to it when you 
make a survey of that type? 

Mr. Bascocr. I would like to address myself to that question. Yes, 
I have had five attorneys, about the same number of accountants in rye 
records of the New York Coffee and Sugar Exchange for the last 
months. We have issued, I think, 68 compulsory subpenas with re- 
spect to trading operations by the principal members of the exchange, 
and we are about ready to report to the Commission the results. We 
have been very alert on that. 

Mr. Yates. When you say, “We are about ready to report to the 
Commission on the result,” what does that mean? The price of coffee 
is the same or higher than it was in 1950 on the market. 

Mr. Bascock. As the Chairman said, we investigate an alleged law 
violation and endorse the results to the Commission. That is all we 
can do. 

Mr. Wuirney. The price is well down from 1954. 

Mr. Yates. What was the price in 1954? 

Mr. Wurirtney. The wholesale price is down on the series IT have, 
which is Santos coffee, in New York. It was 95 in 1954 and only 
about 60 cents now. 

Mr. Yates. What is the price to the housewife ? 

Mr. Wuirtney. I don’t drink coffee. 

Mr. Grenpentne. It is something over $1. 

Mr. Yates. It is over $1 to the housewife. What was it in 19547 
It was lower. IT remember the horror that occurred when the price 
of coffee went over $1 in 1954. It is over $1 again. The Commission 
is investigating over here and subpenaing like mad: but the price of 
coffee still goes up. 

Mr. Bascocr. It has been going down lately. The high price of 
1954 was $1.39. That is, the best grade of coffee. At the present 
time, I believe it is $1.15. But there was a lower area in there. 

Mr. Yates. It is moving forward again. Is there any reason for it ? 

If the price on Santos coffee is 60 cents, which is the same price it 
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was in 1954, as a result of the investigation by the Commission, why 
then should the retail price go up? 

Mr. Bascocx. I think Mr. W hitney will agree that Milds are 
higher. 

Mr. Yates. What are “Milds?” 

Mr. Baxncock. They are used in blends. 

Mr. Yates. Are there two sources of supply, Milds and Santos? 

Mr. Bapscocr. Yes, sir. 

Mr. Yates. What was the price in 1954? 

Mr. Wurrney. I didn’t take it down because the Survey of Current 
Business didn’t include Milds. 

Mr. Yates. We know Santos is the same. Milds is up. Coffee has 
moved up. You have your complaints issued and you are ready to 
report to the Commission. What are you ready to report. to the Com- 
mission? Is this secret information that we are asking you? 

Mr. Bascock. Yes. I doubt that it should go into a public record 
at this time. 

Mr. Yates. Off the record. 

(Diseussion off the record.) 


INVESTIGATIONS OF FOOD PRICES 


Mr. Yares. I want to ask if there are any other foodstuffs that you 
investigate, due to the fact that the price of food is going up so much ? 

Mr. Gwynne. Here is the difficult problem, there, Mr. Congress- 
man. Weare, you might say, primarily a law -enforcement group. It 
is true we have some other functions and we are equipped to perform 
some economic investigations. When we hear of a violation of the 
law, we undertake to investigate it and, if necessary, to bring a suit 
to correct it. It is more difficult to come to the conclusion that prices 
are too high and start investigating that whole field without some 
additional appropriation being made. Right now we do have one 
going on, but the necessary appropriation was made, that is, in anti- 
biotics. It would be very hard for us to go out and carry on these 
gigantic 

Mr. YATEs. Without sufficient appropriation. 

Mr. Anperson. Can we do it if we are dealing with the consumers’ 
dollars? 





CONSUMER DOLLAR SURVEYS 


Mr. Yates. I was going to ask you about that, and ask you about 
the consumer dollar request that was made in the 1954 budget request. 
At that. time the Commission asked for $186,000, I think, in order 
to make a study of the consumer dollar; that is correct, isn’t it? 

Mr. Gienpentne. That is right. It was a pilot program of 8 or 
10 items. 

Mr. Yares. I refer to page 694 and the following of the hearings 
before this subcommittee, part 3, for the Appropriation Act of 1954. 
I happen to believe it would be a good thing to make a survey of the 
consumer dollar. Could you do it for $186,000? 

Mr. Gwynne. Can you answer that ? 

Mr. Wuirney. It depends on what kind of survey you make. 

Mr. Yates. Are you familis ar with the survey proposed in 1953? 

Mr. Wuirney. Yes. 
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Mr. Yates. It seems to be a fairly comprehensive survey. 

Mr. Wuirney. They figured for $186,000 to survey a handful of 
commodities, They begas working on 7, actually. They didn’t figure 
they could do a complete study for that sum. If you look at the 
material they collected then and how it just led you into increasing 
complexities rather than toward solutions, I think you would recognize 
it would take a vastly larger sum or we would have to go at it by an 
entirely different method. 

Mr. Yates. What is your recommendation? I wonder what the 
end is to this continual rise that we are facing now, the move forward 
not only of prices of foodstuffs but of rents and everything else along 
the line. I think I, for one, I am sure that Congress and the public 
would like to know whether there is any way of knowing the reasons 
for this—what is behind it all. Could you make any significant find- 
ings on this if there were an appropriation made to you by this com- 
mittee or is it something that you don’t want to do? 

Mr. Wuirney. An economist loves to make such studies as to what 
causes inflation, what causes prices to rise. They are being made by 
many now. 

Mr. Yarrs. By many? Who else is making them ? 


CONSUMER’S DOLLAR STUDIES BY DEPARTMENT OF AGRICULTURE 


Mr. Wuirney. I meant outside the Government. The Department 
of Agriculture, I have heard, is spending several hundred thousands 
of dollars on the same thing. 

Mr. Yates. The Department of Agriculture, at least at this time, 
according to the testimony that was put into this hearing, was making 
a survey only of the retail price paid by consumers and the price 
received by farmers. There are other factors that go into the cost to 
the consumers than the price that is paid to the farmers; are there not? 

Mr. Wuirney. Yes. 

Mr. Yates. There are many other costs? 

Mr. Wurrney. That is right. 

Mr. Yares. The Department of Agriculture apparently is not going 
into that. 

Mr. Wuirney. They are now. 

Mr. Yates. Doing what ? 

Mr. Wurrney. They are putting out a bunch of pamphlets on milk, 
pork, beef. 

Mr. Yates. Showing what ? 

Mr. Wurrney. Trying to show the breakdown of the consumers’ 
dollar, transportation, profit, taxes, and so forth. 

Mr. Yares. Have you seen any of these reports? 

Mr. Wurrney. I have. 

Mr. Yares. Are they adequate for the purpose ? 

Mr. Wuirney. They do pretty well in showing what has happened 
to the money. They put out an overall report once a month showing 
the breakdown of the consumers’ dollar broken down into what the 
farmer gets, what goes to transportation, labor, and what goes to all 
other factors, and what goes to profits. Processing is not separated 
except as to labor and profits, and all the other is in there. 

Mr. Yates. If we looked at such a report, could we understand what 
was happening to the consumers’ dollar ? 
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Mr. Wuirnry. Yes. 

Mr. Yates. Would your report be like that if we authorized you to 
do it, and if we authorized you to do it would it be a duplication of 
that study ? 

Mr. Wuirney. Well, I am afraid it might well be, yes. We could 
do it some other way. There are various ways of going at it, but their 
way is simply to find out—well, they do Geesindslon the consumer 
dollar into these categories. We ‘would have to go at it in a different 
way. Iam notsosure it would be as good. 

Mr. Yates. Apparently there is no use asking about it. If we asked 
you to do it as the result of an appropriation by this committee, your 
inclination would be to believe that a sufficient itully:i is being done of 
the subject now by the Department of Agriculture? 

Mr. Wurrnry. No, sir. I have thought about it. It depends on 
your purpose. 

Mr. Yates. What is our purpose? We are trying to find out what 
causes these high costs, where the money is going in terms of the 
amount the consumer is spending for his foodstuffs. Does the De- 
partment of Agriculture show that adequately, in your opinion ? 

Mr. Wuirnry. No. They don’t go into the basic causes that revolve 
around monetary policy, and so forth. They try to take it commodity 
by commodity and they don’t go into the basic causes that underlie 
the whole thing. 

Mr. Jonas. Their study is simply factual, and eliminates the philo- 
sophical arguments that you get into as to how much labor is, the cost 
of money, and that sort of stuff; is that correct? 

Mr. Wuritney. That is right. From 1947, when the farmers’ income 
was at about its peak, to the last period, they used 1956, the farmers’ 
share has fallen from 51 cents to 39 cents. Labor’s share has risen 
most of the distance that the farmer’s share has fallen. The share of 
corporate profits has declined slightly. 

Mr. Jonas. I wish I had that information when I answered Walter 
Reuther’s letter a couple of weeks ago. 

Mr. Yares. I would be interested in seeing that survey 

Mr. Jonas. How about sending one to the committee so I can take 
a look at it. 

Mr. Yates. He probably has several reports and he can probably 
send each one of us one. Mr. Chairman, how much money did you 
ask of the Bureau of the Budget? 


FUNDS REQUESTED FROM THE BUREAU OF THE BUDGET 


Mr. Gwynne. I can’t recall, but I would like to ask Mr. Glenden- 
ing. Do you have the figures? 

Mr. GLENDENING. We asked the Bureau of the Budget for $6,372,000. 

Mr. Yates. They cut it by $122,000? 

Mr. GLENDENING. Yes. 

Mr. Yates. Where did the cut take place? 

Mr. GLenpeninG. The reduction was mainly in financial statistics 
and in investigation and litigation. 

Mr. Yates. What do you mean by “investigation and litigation”? 
How much was cut from investigation and litigation ? 

Mr. THomas. $50,000. 


88278—57—pt. 1 29 
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Mr. GienpeninG. The increase for litigation was reduced from 
$50,000 to $45,000. Investigation from $120, 000 to $107,000, and Bu- 
reau of Economics was dropped from $206,000 to $143,000. Those are 
the major areas. 

Mr. Yates. The first two weren't significant, really. 

Mr. GLenpentne. The main drop was the tailoring of the Bureau 
of Economics, the financial statistics program which was the cost, 
including trade and mining. 

Mr. Yates. Does, Mr. Chairman, the amount that you are asking of 
the Congress in this budget permit the Federal Trade Commission 
sufficient funds to carry out its functions as required by law? 

Mr. Gwynne. I think so. Here is one problem we have. You 
couldn’t solve all of our problems by just suddenly dumping a great 
lot of money on us. We have to build up an organization. We have 
to have people that are somewhat trained. 

Mr. Y ares. How many new people are you asking for ¢ 

Mr. Tuomas. 63. 

PERSONNEL TURNOVER 


Mr. Yates. Of various types, and these are the ones that you pro- 
pose to train. What is your turnover? How many people leave you 

each year? 

Mr. Gwynne. The turnover, I understand, is less than with some 
of the other organizations. Do we have any figures on it? It isa 
little less than the normal turnover. 

Mr. Yates. What is the normal turnover ? 

Mr. Tuomas. 16.5 percent throughout the Government. 

Mr. GLENDENING. I believe our professional turnover would amount 
to little more than 2 or 3 percent a year. The clerical turnover is 
much higher. We could get exact figures and submit them for the 
record. 

Mr. Yates. When you say “professionals,” what grades do you 
mean ? 

Mr. GLENDENING. From 7 up. That is attorneys, accountants, and 
economists. 

Mr. Voursett. Mr. Chairman, I have an appointment at 12 o’clock 
and I am a little overdue now. I would like to ask a question or two. 


ADDITIONAL PERSONNEL FOR FISCAL YEAR 1957 


Mr. Tuomas. Mr. Yates will yield to you. 

Mr. Vurseiy. And possibly make an observation. I notice you 
were permitted to employ 780 people for 1957, and that up to the 
present time, as of December 31, that you had 62 positions that were 
not yet filled; is that correct ? 

Mr. GLENDENTNG. That was correct on December 31. We have some 
personnel figures right up to within a day or two which I believe 
show—— 

Mr. Akerman. There are two factors in connection with that. One 
of them was that in connection with the employment of the trained 
people. The way we started in on that program was with the Na- 
tional Moot Court Competition among law schools this year which 
dealt with the merger statute. We circulated those schools. They 
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in turn notified the participants. If we had been able to employ all 
of them to whom we offered positions, we would be up to date. Those 
were the top boys. We got about 9 or 10 out of 23 offers. So we have 
moved carefully in our selection. 

There is one other factor. The Commission decided to give the 
emphasis to the straight legal investigation and trial merger work 
rather than what had been ori iginally contemplated. That was a 
general survey, which would entail more clerical employees. This 
resulted in a little dropoff in the number to be hired. I would say 
that by the end of next month we will be at the top of our hiring. 

Mr. Sheehy’s and Mr. Babcock’s bureaus are those where the great- 
est influx has been. We have gone through every application and we 
have kept the standard up rather than take just anybody who came in 
off the street. 

I would say by the end of next month we will have completed the 
hiring program. Mr. Sheehy has three reporting to him this month 
not on this list. 

Mr. Vurseti. I think the desire of getting good people is com- 
mendable. But the thought came to me inasmuch as you asked for 
843 for 1958 that that might be, with a little economy, reached without 
the extra increase and employment and leave it remain at 780. I 
realize that would probably inhibit some of your work that you will 
want todo. This is a small organization and I think it is a very well 
run organization. I am impressed with the type you have here, your 

Chairman and all of you, trying to do a good job. It doesn’t cost 
a great deal of money, when you figure the volume of « expense of 
Government. Yet it does require 780 “people with the modest amount 
of $6,250,000, or something like that, to keep you folks in business. 


OPERATIONS 1957-58 


It appears to me from the hearings that we have had up to date that 
you folks don’t have authority enough and that even with 600 people 
and $7 million you are not able to get the results that you probably 
ought to get, that would be desirable. 

It. would seem to me like as an observation that there ought to be 
some way worked out where in the consultations and in your other 
powers that you have that you could definitely prevent some things 
from happening or else you have a debating society to a certain extent 
and a considerable duplication. 

I refer to the Bureau of Consultation. There ought to be some 
improvement, it would seem to me, made for the enactment of new 
law there, or else there does seem to be a good deal of lost motion and 
some considerable expense. 

Then we get to the Bureau of Economics, and in that it would seem 
like there still is a rather loose application of power and of contribu- 
tion there. It looks to me like some duplication again, because as the 
Chairman said, I thought the crowd that got. out these reports knew 
everything, and so many people know so many things. But the one 
thing that. is disturbing to me about this, and the reason I make bold 
to make these suggestions which may have no merit back of them, is 
that every department that comes in wants more money, more em- 
ployees. Of course, the country is growing and the business is ex- 
panding. Then we get to where the tax take out of the dollar, and 
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we have reached the point where at this time the chairman of the 
Appropriations Committee calls in the Secretary of the Treasury, 
who is trying to do something about stopping inflation, or slowing it 
down, and we spend a whole ie on it 

Mr. Yates, He can’t suggest to us one place where he could cut it. 

Mr. Vurseit. I would like to say this in answer to your question, 
Mr. Yates, that if we want to make some study, a really objective study, 
and find out some of the things that are the matter, it would pr obably 
be a good idea to get some organization, not with Goverment, to point 
out to the Congress that they are the great responsible organization 
that provides for s ending the money “and often refuse to go along 
with things to curtail expenses and inflation. 





COMPETITIVE PRICING 


Mr. Gwynne. Mr. Vursell, if I could offer a suggestion there, with 
no thought of trying to place anywhere the blame for inflation and 
high cost, the principal thing you can ever expect from Justice or 
Federal Trade is this: They “will bring to you a competitive price 
and if Justice and Federal Trade did its work 100 percent, which of 
course we do not, we are far from it, then you would know that every 
price you paid all over the countr y was a competitive price, that there 
was no rigging of anything, no monopoly to prevent you paying the 
competitive price. 

We, however, cannot guarantee that that competitive price is low 
or is high. That depends on other circumstances. What is respon- 
sible for the high cost of living? Who is getting more than his share ? 
The only thing we can do on that, and we are equipped to do it ina 
sense—the Commission in the past has carried on some very success- 
ful economic investigations. Our services there would be purely 
advisory to Congress, to see what other action should be taken. 

Mr. Yates. What do you mean by “more than his share” ¢ 

Mr. Gwynne. Perhaps that isn’t putting it correctly. In other 
words, the principle thing we have to do with its maintaining com- 
petitive prices. They may behigh. They 

Mr. Jonas. You don’t think a concern is entitled to get all it can? 

Mr. Gwynne. They are entitled to get what they can. But if you 
have competition, nobody is going to be hurt by that. What our pur- 
pose is, what our duty is, is to keep a competitive price. If you allow 
a situation in a country where there are people who can get together 
and rig the price, then you are not getting a competitive price. 

Mr. Voursetu. I think, if you will, pardon me to continue, that you 
folks have a very definite function in Government. One is to prevent 
harmful monopoly to the free enterprise system of government. The 
other one is to make such investigations as to see that not too much 
deceptive practices are allowed to run rampant in the country. I think 
you are doing a good job on what you have to do with. But it seems 
to me like you can’t go very far until you are into the Department of 
Justice’s territory. ‘Tt looks to me like maybe you have some dupli- 
cation in two of the places, that is, the Economic Reports and the 
consultation, and so forth. 

Mr. Yares. I don’t think you can have too much duplication in the 
field of monopolistic practices. 

Mr. Voursety. There is some truth in that. 
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CONSUMER DOLLAR STUDIES 


Mr. Yares. I want to follow up with 1 or 2 more questions about 
what I was talking about to, the economist. You stated, in addition 
to the Department of Agriculture making the survey of the consumers’ 
dollar there were other | groups, private and Government, which were 
making comparable studies. Can you list some of those for the record, 
please 

Mr. Wurrney. I intended only to imply that the study of the causes 
of inflation both in general and currently in the United States is a 
subject of wide economic research both at universities—— 

Mr. Yates. And dispute? 

Mr. Wurrney. And dispute, very true. The Board of Governors of 
the Federal Reserve System has its statisticians and economists who 
are studying that. The Federal Deposit Insurance Corporation has 
ee that study that. Most of this isn’t published, but they are 
working on it. 

Mr. Yates. The study of the consumers’ dollar is showing the al- 
location of the component parts of the dollar, the pennies that make 
up the dollar, and its expenditure is only being done by the Department 
of Agriculture / 

Mr. Wuirney. I think you could say that, and that is for food only. 

Mr. Yates. Does anybody do it in terms of rent? 

Mr. Wuiryey. No; but I have worked on that a bit in the past, and 
others work on it informally. 

Mr. Yates. Have you made some studies as to the increases of 
rentals in recent years? 

Mr. Wuirnry. As the General Counsel points out, the Bureau of 
Labor Statistics does specialize in that field. They will not give you 
an opinion, but they will give you all the facts on rent. As an ex- 
ample, the share of rent in the consumers’ dollar is at a very low figure 
in comparison with any prewar figure. 

Mr. Yares. On rentals? 

Mr. Wuirnery. Yes. It has come way down since the war. 

Mr. Yares. Is this in comparison to the cost of food or something? 

Mr. Wuirnery. Yes; compared to the consumers’ income, what he 
spends his money on. It is a lower percent of his income and of his 
expenditures. 

Mr. Yates. I suppose I would be interested in looking at the survey 
by the Bureau of Labor Statistics a> the Department of Agriculture. 

Mr. Wurrney. What it seems I should do is to select. some of this 
material and send a copy to each member of the committee. 

Mr. Yares. That is right. Apparently the surveys that I am in- 
terested in are being done, and there is nothing further for the Com- 
mission to do in the field. 

Mr. Wurrney. I wouldn’t swear to that. There is always room for 
one more good man. 

Mr. Yates. I would like to close, Mr. Chairman, by stating that I 
am impressed with the final paragraph in Mr. Gwynne’s statement, 
namely : 

With the Nation’s $400 billion national economy speeding on its competitive 
way, the Federal Trade Commission makes a modest request indeed in asking 


for a staff les sthan 21 percent larger than that which policed competition in the 
$126 billion economy of 15 years ago. 


I think that is a significant statement. 
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EXPANSION OF FINANCIAL REPORTS PROGRAM 


Mr. Jonas. I will be very brief, Mr. Chairman. I am not convinced 
from what I have read, beginning on page 69, that you need this extra 
money for the Burean of Economics. You are going to spend $143,000 
more next year principally to begin collecting financial statistics from 
retail establishments; is that correct ? 

Mr. Wuirney. And wholesale and mining establishments. 

Mr. Jonas. I don’t see why you couldn’t do that with the same staff 
vou have. You are engaged in the business of collecting statistics 
from manufacturing establishments. Couldn’t you just expand that 
activity with the same overhead? Why do you need a new depart- 
ment ? 

Mr. Wurrnry. They are all working full time doing the manufac- 
turing job, collecting figures from maybe 7,500. We would have to 
add 4,000 more concerns. 

Mr. Jonas. They are form letters. Haven’t you brought any auto- 
mation into the picture ? 

Mr. Wurrney. Very much so. Each report sent in by the corpora- 
tion has to be gone over carefully to be sure it is consistent. There 
is a tremendous amount of work, and they are all working full time. 

Mr. Jonas. Can’t you dothat with machines? 

Mr. Wuirney. Machines are used wherever possible. 

Mr. Jonas. You want to put on 50 percent more people than you 
have now. 

Mr. Wurirney. 50 percent more corporations. 

Mr. Jonas. Isn’t there any advantage to be gained in doubling your 
capacity? You don’t have to increase personnel in proportion as 
you expand an activity, do you? 

Mr. Wuitney. Not quite. But the new corporations that will have 
to furnish their financial statements have to have the project. sold 
to them. There will be a lot of extra work in dealing with them. 

Mr, Akerman. Mr. Congressman, in an effort to get this program 
out and get it out on time so it is worth something, we have set up 
deadlines with the Government Printing Office. In order to meet 
that deadline last quarter, we spent much in overtime. We had them 
working aroun the clock on the thing. I think we spent $12,000 or 
$14,000 in 2 months in overtime. 

Mr. Jonas. You send out these questionnaires. You already have 
the list of concerns to whom you send them or you compile it. You 
get your list. You already know how many, 4,000, and you prepare 
a questionnaire which will require filling in some forms or some 
blanks. Then those questionnaires come ‘back in and all you need 
is to collate the information on those questionnaires, isn’t it? You 
don’t analyze the figures; you just assemble them. 

Mr. Wuirney. With the new corporations, especially, many of them 
are full of gaps and errors, and it takes a tremendous follow-up job. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Jonas. You say this is the only agency of the Government that 
is collecting similar statistics. 

Mr. Wurrney. Sales, profits, balance-sheet figures, and so on, except 
the SEC which collects them with us in a cooperative way. 
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Mr. Jonas. The SEC deals with listed corporations, corporations 
whose stock is listed on the exchanges and you deal with only unlisted 
corporations. Where does the information come from now concern- 
ing retail sales, and so forth, that we all hear about ? 

Mr. Tuomas. The Department of Commerce. 

Mr. Wuirney. That is right. They make their best estimates, but 
they would like us to give the exact figures from a wide sample of 
retailers. They collect only a few figures from the retailers that 
cooperate with them voluntarily. 

Mr. Jonas. How many do they circularize? 

Mr. Wurrney. I don’t know. We want to collect from 2,000 or 
more as aminimum. We and they feel that number is necessary to be 
a good sample, and that their sample is very inadequate. They feel 
that themselves. 

Mr. Jonas. Why don’t they ask the committee handling their ap- 
propriation to let them expand the activity? They are already in it. 
Here we are proposing to get into the field, too. 

Mr. Wrirnry. In the first place, we have the mandatory power. 
They don’t. 

Mr. Gienpentng. The Inter-Agency Statistical Committee con- 
trols statistical programs throughout the Government, and they have 
designated Federal Trade to do this. 

Mr. Tuomas. Gentlemen, we thank you very much. It is awfully 
nice to see you. We always enjoy meeting with you. 


Tuespay, Feprvary 5, 1957. 
CIVIL SERVICE COMMISSION 
WITNESSES 


PHILIP YOUNG, CHAIRMAN 

GEORGE M. MOORE, COMMISSIONER 

FREDERICK J. LAWTON, COMMISSIONER 

JOHN W. MACY, JR., EXECUTIVE DIRECTOR 

WARREN B. IRONS, DIRECTOR, BUREAU OF DEPARTMENTAL OPERA- 
TIONS 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT SERV- 
ICES 

W. B. UHLENHAP, CHIEF, BUDGET AND FINANCE DIVISION 

J. A. HAMILL, CHIEF, BUDGET SECTION 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
We have with us this morning the Civil Service Commission. It 
is certainly nice to again have with us our many friends, the very able 
and affable Chairman, Philip Young; Commissioner Moore, and our 
other oldtime partner, Frederick Lawton. Mr. Moore and Mr, Lawton 
have been and are favorably known not only to this committee but to 
the Hill for many years. Mr. Macy, the very capable Executive 
Director. Director Irons, how are you doing? 

Mr. Irons. Up to now, fine. 

Mr. Tuomas. Mr. Williams, Director of the Bureau of Manage- 
ment Services. Mr. Uhlenhop, Chief, Budget and Finance Division; 
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Mr. Hamill, Chief, Budget Section. Have we overlooked anybody? 
Mr. Youne. That i is everybody. 
Mr. Tuomas. It is nice to have all you gentlemen with us again. 
Mr. Chairman, do you or any of your colleagues have a statement 
for us? If you do, we will be delighted to hear from you. 
Mr. Youne. I have a prepared statement, Mr. Chairman, which I 
would like to read. 
Mr. Tuomas. We will be delighted to hear it. 


GENERAL STATEMENT 


Mr. Youne. Mr. Chairman and members of the committee, it is a 
pleasure to meet with you once again to discuss the activities, pro- 
grams, and financial requirements of the Civil Service Commission 
tor the current and coming fiscal years. 

In my statement I will highlight some of the major programs 
and problems of the Commission as they appear under each appro- 
priation and fund; the details appear in the budget documents before 


FEDERAL EMPLOYMENT 


First, I would like to comment briefly on the national labor-market 
situation and its effect upon the Federal Government as an employer. 
The total Federal civilian employment on June 30, 1956, was 
2,398,470. This figure includes civilian employment in all branches of 
the Federal Government, worldwide. It is expected that Federal 
employment will continue at this level, averaging 2,390,000 during 
fiscal years 1957 and 1958. Of this total, it is estimated that 85 percent, 
or 2,035,000, will be in the competitive service and represent positions 
filled through competitive-merit principles under the Commission’s 
supervision. 

Mr. Tuomas. 235,000? 

Mr. Youne. 2,035,000 in the competitive service. 

While employment is expected to remain at the same level, new 
workers must be brought into the service to replace employees who will 
leave through resignations, dismissals, retirement, death, and other- 
wise. Based upon experience, we expect this rate of replacement to 
average 16.5 percent for both this fiscal year and next—about the same 
as for fiscal year 1956. This will bring approximately 335,500 em- 
ployees into the competitive civil service in each fiscal year. 

These employees will be hired for more than 15,000 different types 
of jobs and for work in several thousand Federal establishments in 
this country, the Territories, and overseas. 


RECRUITING IN SHORTAGE CATEGORIES 


The critical shortage existing in various job categories has created 
a highly competitive situation between the Government and other 
employers for qualified workers. Acute shortages exist in scientific, 
engineering, and allied fields as well as in other occupational areas such 
as medical officers, nurses, laboratory technicians, stenographers and 
typists, and other skilled and semiskilled jobs. 

It is clear that continuing action to improve the personnel practices 
of the Federal Government is necessary to strengthen its competitive 
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position. For example, the following matters are some which we con- 
sider vital in achieving this objective : Maximum utilization and intelli- 
gent management of available talent, improved recruitment and career 
opportunities, review of pay systems and structures, payment of travel 
expenses for interviews and for moving new employees to their first 
post of duty, and emphasis on raising the prestige of the Federal 
Government as an employer. 


THE FEDERAL SERVICE ENTRANCE EXAMINATION 


One major step forward has already been initiated. In recognition 
of the increasing demand for more college caliber personnel for en- 
trance-level positions, the Commission developed a more extensive 
recruiting program in this important area. The Federal service en- 
trance examination is designed to attract highly qualified young men 
and women with the capacity to become the managers and administra- 
tors of the future. 

This examination offers opportunities to college graduates in all 
fields of study and to those without college degrees w ho have qualifying 
experience. It is given several times a year, with applications being 
accepted at any time and is used to fill a great number and wide 
variety of entrance-level positions throughout the Federal service, all 
of which can serve as a first step on the career ladder. 

The response so far has been most gratifying. The continued suc- 
cess of this program is dependent on the Commission’s ability to 
augment its direct campus recruiting efforts in collaboration with 
agency representatives. This is particularly important in view of 
the competition from other employers for college-trained people. 


SALARIES AND EXPENSES APPROPRIATION 


Now I would like to summarize briefly the total dollar requirements 
necessary to carry out the program and responsibilities financed 
through out “Salaries and expenses appropriation. 

For fiscal year 1958 we are requesting an appropriation of $20 mil- 
lion. This is an increase of $2,592,500 over the current fiscal year. Of 
this increase, over $1 million is required by the recent amendment to 
the Civil Service Retirement Act (Public Law 854, 84th Cong.) 

Mr. Tuomas. That isthe Phil Young Fund. 

Mr. Youna. It is comprised of $980,000 for the Commission’s con- 
tribution to the civil service retirement fund for employees financed 
from this appropriation, and $68,400 representing the costs of esti- 
mated increased workloads in the retirement activity. Recent court 
decisions have required us to assume an additional workload at a cost 
of approximately $156,000. The balance of the increase, amounting 
to approximately $1,388,000 represents additional requirements, many 
of them resulting from the receipt of workloads which are uncon- 
trollable. 

Mr. Tuomas. Your justification is not too clear on that court case, 
which will cost you $156,000 additional from here on out, and your 
veterans’ preference. Will you explain that situation before you 
finish your statement ? 

Mr. Youne. I will be glad to, Mr. Chairman. 

The requirements for personal services, travel, and other expenses 
are discussed in detail in separate sections of our budget justifications 
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furnished ‘to the committee. I would like to comment briefly on some 
of these. 


ACTIVITY 1: RECRUITING AND EXAMINING 


For recruiting and examining functions the Commission is request- 
ing $5,211,000 for fiscal year 1958, which is an increase of approxi- 
mately $250, 000 over the current fiscal year. 

A part of ‘this increase will be used to strengthen the Commission’s 
recruiting efforts. At the present time, resources generally permit 
only the ‘routine announcement of examinations and the m: ailing of 
publicity releases to new spapers, radio stations, and other recruitment 
media. In order to acquire a more favorable position in recruiting 
for the Federal service in relation to other employers, we hope to 
provide for recruiting representatives whose job it will be to personally 
contact schools, colleges, and other recruiting sources in order to 
(1) build up interest in the Federal service as a career, (2) personally 
conduct recruiting campaigns, and (3) develop additional sources of 
recruiting which ‘the Commission has thus far been unable to reach 
effectively through its routine publicity. 

Increased funds are also requested for an augmented examining 
program. Because of inadequate resources during the current fiscal 
year it will be necessary for the Commission to defer the announcement 
of many needed examinations. These additional examinations must 
be provided in fiscal year 1958 in order that persons entering the 
Federal service will do so under open competitive merit system 
principles. For example, with the funds available in fiscal year 1957 
we will announce approximately 12,600 new examinations Sha main- 
tain approximately 7,300 open-continuous examinations. In the fiscal 
year 1958 it will be necessary to announce approximately 14,000 new 
examinations and to maintain approximately 7,700 open-continuous 
examinations. This will represent an increase of 1,800 additional 
examinations over this year’s program. 


ACTIVITY 2: INVESTIGATIONS 


During fiscal year 1956 the Commission experienced increases in 
investigative w ie toaila: in both the regular program financed from 
the “salaries and expenses’ > appropriation and in reimbursable work 
performed for other agencies. As reimbursable cases generally 
receive priority, bac ‘klogs developed in our regular investigative work 
due to lack of trained investigators to meet the increased caseload. 
Receipts of cases in aoe programs have continued at a high level 
during this fiscal year. Due to recruiting difficulties our staff has 
only recently reac Jhed : a level sufficient to handle both programs. We 
have therefore been unable to maintain our regular investigations 
program on a current basis. 

The carryover of backlogs from fiscal year 1956 and the continued 
high level of receipts has made it necessary for the Commission to 
request supplemental funds for the current year in order to prevent 
a serious situation from developing. The budget request under con- 
sideration does not provide for these supplemental needs but includes 
funds only for the normal salaries and expenses investigative work to 
be received and processed during fiscal year 1958. Our request. for 
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$3,318,700 for fiscal year 1958 is substantially the same as our require- 
ments for the current fiscal year 


ACTIVITY 3: INSPECTION AND CLASSIFICATION AUDITS 


This activity is the eyes and ears of the Commission. It is the only 
general inspection service surveying agency activities in all major 
areas of personnel management. Through our inspections the 
Commission— 

(1) Determines the degree of compliance in each agency with 
legislative and regulatory requirements ; 

(2) Determines compliance with standards issued by the Com- 
mission in classifying positions ; 

(3) Assesses the effectiveness of the agency personnel program 
in contributing to the work of the agency : 

(4) Prov ides for an on- -the-spot evaluation of agency perform- 
ance in personnel program areas looking to improvement, modifi- 
cation, or changes In emphasis ; 

(5) } rovides a means for measuring the effectiveness of Com- 
mission policies and programs based upon the actual experience 
of agencies; and 

(6) Provides for an interchange between agencies of the best 
personnel practices as disclosed through the inspection. 

Where violations of statutory and regulatory requirements are 
found, the Commission requires corrective action by the agency. 
Where program deficiencies are discovered we assist agencies in 
strengthening their personnel program. 

In addition to the making of inspection and classification audits, 
this activity also includes the classification of positions in grades 16, 
17, and 18; the approval of salary rates for scientific and engineering 
‘positions under Public Law 313 and similar laws; the processing of 
the postal appeals; and the reconsideration of position-classification 
actions taken by the departments and agencies. 

Over the past 5 or 6 years, the inspection and classification program 
has grown considerably in scope and coverage because of additional 
requirements of law, an increased number of requests from Congress 
for certain coverage, and the needs of the executive branch. Additions 
to our inspection coverage include— 


(1) The inspection of the incentive-awards program ; 

(2) The inspection of appointments of experts and consultants ; 

(3) Greater emphasis on the inspection of promotion and train- 
ing programs and special emphasis on the simplification 
of grievance procedures: 

(4) The inspection of supervisory selection techniques; 

(5) An inspection and evaluation of personnel program leader 
ship at the top echelons of an agency; and 

(6) Inspection of overseas installations resulting from exten- 
sion of the competitive service, worldwide. 


In this connection, I would like to point out to members of this 
committee that the value of the Commission’s inspection service is 
receiving greater recognition by members and committees of Con- 
gress. Requests for special information or services are now received 
frequently from the legislative branch. For example, we are now 
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engaged in a 6 months’ study for the Subcommittee on Manpower 
Utilization and Departmental Personnel Management of the House 
Post Office and Civil Service Committee. This study concerns reor- 
ganizations which have taken place within the last 2 years. At the 
request of the chairman of the House Post Office and Civil Service 
Committee, we rendered a report on the activities in the appeals func- 
tion provided by the postal Field Service Compensation: Act of 1955. 
In addition, we have also (a) reviewed the qualifications of incum- 
bents of all positions in a particular agency above grade GS-15; 
(5) evaluated certain designated appointments of consultants and 
experts in a number of Federal agencies; (c) conducted a number of 
special inspections at field stations, most often for the purpose of 
determining that appropriate appointment and promotion procedures 
had been utilized or that published reduction-in-force procedures had 
been followed; and (d) conducted a special study and report on posi- 
tions in a large metropolitan post office. 

As a result of the expanded inspection activity, the time required to 
conduct inspections has increased. For this reason we are not meet- 
ing our objective, which is to conduct an inspection, including a posi- 
tion classification survey, of each major establishment at least every 
2 years. 

To provide for inspections which will serve the needs of the execu- 
tive branch and of Congress at intervals frequent enough to be effec- 
tive, we are requesting an increase in this activity of $201,000, bringing 
the total to $2,359,000. 


ACTIVITY +: RETIREMENT 


The Civil Service Retirement Act was liberalized extensively by an 
amendment approved July 31, 1956 (Public Law 854, 84th Cong.), 
which became effective October 1, 1956. Since the new law became 
effective, there has been very high employee interest in the new provi- 
sions now contained in the act. Forecasts were made that because of 
this interest there would be a substantial increase in the number of 
retirements from the Federal service. These forecasts have material- 
ized, commencing with the month of November. 

Normally, we process about 3,300 retirements a month; however, 
the number of claims processed in November was 5,600 and in Decem- 
ber 6,300. It is expected that retirement claims will average about 
6,000 per month for the remainder of fiscal year 1957 and will continue 
at this rate through fiscal year 1958. 

In order to process this increased workload and to provide for the 
related services under this activity, a total of $1,456,700 is requested 
for fiscal year 1958. 


ACTIVITY 5: DEVELOPING PROGRAMS AND STANDARDS 


Marked progress has been made in recent years in the development 
of personnel administration in the Federal service to meet the needs of 
our times. The Federal Civil Service today is essentially a new serv- 
ice designed to provide for 2 million people, engaged in almost every 
major occupation represented in our economy, including some that do 
not exist in private employment. 
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The impact on the Federal Government’s personnel program result- 
ing from changed conditions of our postwar world requires continuing 
research and evaluation. This requires new approaches, changes in 
programs, new rules and regulations, and new legislation. A signifi- 
cant amount of work has already been done by the Commission in 
many areas, and more remains to be done before we can offer respon- 
sive, basically new programs in such areas as compensation, promo- 
tions, appeals, career development, and the effects of automation—to 
mention a few. I refer to these projects now to indicate the broad 
range of subjects with which forward-looking personnel administra- 
tion must concern itself in order that this modern civil service we are 
building may be fully equal to the complex responsibilities of our 
times. 

One of the foundations of the Federal civil service system is our 
standards—qualifications standards for filling the 2 million positions 
in the competitive civil service, and also classification standards for 
the 1 million jobs under the Classification Act. 'The number, variety, 
and the constantly changing nature of Federal occupations confronts 
us with a production problem of great magnitude. The effects of 
scientific and management advances since W orld War II coupled with 
the appearance of new machines, new methods, and organizational 
changes have resulted in the appearance of many new occupations as 
well as changes in existing occupations. For example, aeronautical 
research scientists, nuclear physicists, cartographers, radiological 
safety hygienists, ‘and supply catalogers. Agenci ies need clear- cut, 
up-to- date standards in order to carry out efficiently their personnel 
management functions under authorities delegated by the Congress 
or the Commission. 

Experience over the past 5 years clearly demonstrates that our lim- 
ited staff cannot keep pace w ith the demands. Each year the situation 
is becoming more critical. There are still many occupations for which 
no standards exist—such as jobs concerned with the effective use of 
modern electronic “brains”; electrical engineers; general clerical and 
administrative jobs; transportation clerks and specialists. Since 1950 
a genuine effort has been made to keep current those standards that 
were alread dy published. Even this is beyond the capacity of the 
present staff, as shown by the fact that there are many occupations 
covered by standards current in 1950 that are now out of date. For 
example, engineers and technicians concerned with modern aircraft 
and guided missile design, development, and testing. 

The Commission is concentrating on improved methods and pro- 
cedures to accelerate the production. of standards. Because they deal 
with controversial issues in which agency management, union and 
professional groups often have conflicting” views and because of pres- 
sures growing out of shortages of qualified manpower, standards can 
never be produced on a simple assembly-line basis. We are making 
a determined effort nevertheless to exploit all shorteuts and simplified 
devices to cover the ground more rapidly. For example, we are trying 
to develop a new and much faster method for job analysis for stand- 
ards writing. This method, if successful, will use specialized tech- 
niques to gather quickly and statistically analyze the judgments of 
experienced supervisors in an occupation as to the relative value of the 
job duties and responsibilities typical of that occupation. We are also 
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exploring the possibility of developing standards for broad occupa- 
tional categories—for example, engineering—instead of separate 
standards for each narrow specialized field—for example, ordnance 
design engineering. 

The need for standards is so great that even if we are successful in 
dramatically increasing production through improved and stream- 
lined methods, our backlog and workload is such that we will still 
require a substantial increase in our technical staff to meet the basic 
requirements of the agencies for adequate personnel guides. 

For the programs and standards activity, we are requesting an in- 
crease of approximately $168,000 over fiscal year 1957, of which 
$105,000 will be devoted to the standards program. The total re- 
quested for this activity for fiscal year 1958 is $1,462,000. In consid- 
ering the needs of this program it must be kept in mind that this is 
the only governmentwide personnel planning, research, and develop- 
ment program for a personnel system involving an annual payroll of 
approximately $9 billion. 


OTITER OBJECTS OF EXPENDITURE 


A total of $3,721,500 is requested for other objects of expenditure. 
This represents an increase of $1,553,000. The major increases are 
contained in three items, as follows: 

(1) Travel expenses: An increase of $144,000 for travel ex- 
penses is requested to carry out the expanded recruiting and in- 
spection programs which are provided for in this budget. 

(2) Printing and reproduction: A critical situation has devel- 
oped in the amount of resources available for our printing and 
reproduction needs. 

Printing is the principal medium by which the Commission 
communicates its instructions, standards, and guides to the many 
agencies and field installations throughout the continental United 
States and overseas. Further, printed materials are indispen- 
sable for recruiting, examining, and placing applicants in the 
Federal service. Through posters, announcements, and pam- 
phlets, the Commission acquaints the public with the nature and 
advantages of Federal employment. The highly competitive con- 
dition of the current labor market makes it essential that the Com- 
mission have timely, appealing, and meaningful printed material 
to emphasize the desirability of employment in the Federal 
Government. 

New test material must be developed and printed to meet the 
needs resulting from technological expansion in such fields as 
nuclear physics and guided missiles. Examples of positions in 
these fields are aircraft mechanic, jet engine; guided missile re- 
pairman ; programer, electronic data processing machine ; quality 
control inspector, nuclear materials; and physicist. Substantial 
inventories of test material and forms must be maintained in order 
to meet the examining needs of the boards of examiners and Com- 
mission offices. 

In our budget justification, beginning on page 110, we set forth 
our printing needs in considerable detail. As you will note, the 
categories of our printing requirements cover such things as oecu- 
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pational and classification standards; the Federal Personnel Man- 
ual; the Official Register: announcements and examinations; 
examination questions and supplemental forms; application 
blanks and forms; pamphlets and handbooks; and cards, letter- 
heads, forms, and other miscellaneous printing. These items are 
essential to the conduct of the business in which the Commission 
is engaged. 

Our printing needs for the fiscal year 1958 are estimated to be 
$584,000, an increase of $200,000 over the funds available for 
the current year. 

(3) Contribution to the retirement fund: As I mentioned 
earlier, this new item which represents the contribution to the 
retirement fund for the Commission’s employees paid from the 
salaries and expenses appropriation, adds $980,000 to the budget 
requirements. 

Limitation increases: Included in this appropriation are certain 
limitations restricting the amount of money that may be spent for 
particular purposes. I would like to call your attention to two items 
of particular importance : 

(i) An increase m the limitation for consultants and contract 
stenographie reporting services from $12,000 to $22,000 is re- 
quested, Last year the Congress reduced our request from $29,000 
to $12,000. This has created serious operating problems for the 
Commission. The limitation of $22,000 is required, as follows: 

A. Contract reporting services, $14,000, 

3. President’s Committee on Government Employment 
Police y, > $3,600. 

C. Employment of experts and consultants, $4,400. 

(2) An inerease in the limitation from 870.000 to $100,000 for 
the investigation of prohibited political activities by Federal em- 
ployees is needed to process the estimated receipts and maintain 
the workload during fiscal year. 1958 on a current basis. 


INVESTIGATION OF UNITED STATES CITIZENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


This appropriation covers the work performed by the Federal] 
Bureau of Investigation and the Commission under Executive Order 
10422, as amended, in the investigation of United States citizens con- 
sidered for employment by the United Nations or other international] 
organizations. Of the $507,000 requested for the fiscal year 1958, 
about half, or $250,000, will be immediately transferred to the Federal 
Bureau of Investigation for its investigative activities under the pro- 
gram. The F ederal Bureau of Investigation keeps the Commission 
informed at the end of each month as to the workload volume it is 
receiving and processing in order to make necessary adjustments in 
its needs, 

The workloads and financial requirements of both the Federal 
Bureau of Investigation and the Commission, for fiscal year 1958, are 
estimated to be the same as for the current fiscal year with the addition 
of $19,500 to cover contributions to the retirement fund required by 
Publie Law 845, 84th Congress. 
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ANNUITIES UNDER SPECIAL ACTS 


This appropriation covers the payment of annuities to former Fed- 
eral civilian employees under the Panama Canal Construction An- 
nuity Act and to widows of former Federal employees under the 
Lighthouse Service Widows Benefit Act. 

The request of $2,417,000 for fiscal year 1958 is for the continuation 
of authorized annuities. The increase of $393,000 over 1957 is due to 
Public Law 761, 84th Congress, which granted increased annuities to 
some individuals entitled to benefits under the Panama Canal Con- 
struction Annuity Act. 

These increased annuities will also result in a need for additional 
funds in the current fiscal year. A supplemental request will be sub- 
mitted later in the fiscal year for this purpose. 


PAYMENT TO CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


It is estimated that agency contributions to the civil service retire- 
ment and disability fund of 614 percent of er as required by 
Public Law 854 (84th Congress), will amount to $559,313,000 in 
fiscal year 1958. ‘This exc eeds an y amount heretofore appropriated 
to the fund. No appropriation for direct payment to the fund is 
requested for fiscal year 1958. 


ADMINISTRATIVE EXPENSES FOR THE EMPLOYEES’ LIFE INSURANCE FUND 


The employees’ life insurance program is now well established with 
the participation of approximately 95 percent of eligible employees. 
The expenses of administering the program are pi aid out of the fund 
within the limitations as specified by the annual appropriation acts. 

In August 1955 an amendment to the Federal Employees’ Group 
Life Insurance Act authorized the assumption of the life-insurance 
agreements of 25 employee beneficial associations with approximately 
149,000 members. The amendment provides that the arrangements 
for assumption of these contracts must be completed not later than 
August 17, 1957. The Commission began assuming these agree- 
ments in January 1956 with the intention of ts anne over the m: jority 
of the associations prior to June 30 of that yea By that date we had 
assumed 16 associations with a membership of 54,000. Because the 
administrative expense limitation for fiscal year 1956 was inadequate, 
it was necessary to postpone the assumption of the remaining 9 bene- 
ficial associations comprising 95,000 members. The limitation pro- 
vided in fiscal year 1957 is also insufficient to complete this work by 
the deadline date of August 17, 1957. A supplemental request will 
be proposed for the current fiscal year to provide for the acquisition 
of the remaining 9 beneficial associations and accordingly is not in- 
cluded im the fiscal year 1958 request. 

An increase in limitation of $115,500 is requested for fiscal year 
1958 for a total requirement of $233,000. These funds are needed 
for (1) general administration including maintenance of the current 
roll of beneficial associations’ members, $117,500; (2) maintenance 
costs for the 95,000 new members to be acquired, $103,900; and (3) 
agency contributions to the retirement fund under Public Law 854, 
$11,600. 
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This concludes my formal statement, Mr. Chairman. Commission- 
ers Moore and Lawton are here with me today. After their opening 
comments, we will be glad to discuss any of our program in as much 
detail as the committee wishes. 

Mr. Tuomas. That was an excellent statement. I made a mistake. 
Instead of reading the whole budget, I should have waited and had 
your statement here. 

Commissioner Moore, do you have something for us? 

Mr. Moore. No, sir; I have no prepared statement, exc ept I endorse 
the statement of Mr. Y oung regarding the budget for fiscal 1958. 

Mr. Tuomas. Mr. Lawton ? 

Mr. Lawton. I have no prepared statement either, Mr. Chairman. 
We went into this budget carefully with the idea that it represented 
an approach to the needs of the Commission within the limitations of 
the things we could do during 1958. It represents some possibilities 
of accomplishment rather than the ultimate of all the things that 
need to be done. 

Mr. Tuomas. Let’s take a general view first and then we will take 
up the details. 


TOTAL EMPLOYMENT UNDER CIVIL SERVICE RETIREMENT SYSTEM 


I noticed in Mr. Young’s statement that in 1 or 2 places you use 
a figure for the civil- service retirement of 2,035,000 employees and in 
other places you use 2,135,000. I presume you stand by the figure of 
2,035,000 for fiscal 1958 and perhaps for the next year, too. There 
will be no change; is that correct ? 

Mr. Younc. Maybe we ought to stand by the higher one. Let 
me see. 

Mr. Tuomas. The higher one rather than the 2,035,000? 

Mr. Macy. The 2,035,000 represents the number of positions in 1958 
within the civil-service competitive system; those positions that are 
under the appointment system of civil service. It is not the number 
of individuals under the retirement system. 

Mr. Tuomas. And the figure of 2,135,000 could be 100,000 over the 
competitive civil-service system then. I think I am right in that 
figure of 2,135,000. 

Mr. Youna. Where is that figure used ? 

Mr. Tuomas. Page 9. I remember seeing it. I don’t think I am 
dreaming it up. 

Mr. Macy. That is 2,035,000, which again is the figure for the com- 
petitive service. 

Mr. Tuomas (reading) : 

On June 30, 1956, total Federal employment was 2,398,470. This level is ex- 
pected to stabilize during fiscal years 1957 and 1958 at approximately 2,390,000. 
Of the total employment estimated for fiscal years 1957 and 1958, 2,035,000, or 
85 percent of the positions, will be in the competitive service. These are the 
positions for which the Commission has the responsibility— 
and so forth. Maybe that is it. 

Mr. Youne. That is the same statement I made in my opening 
remarks. 
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TURNOVER IN FEDERAL EMPLOYMENT 


Mr. Tuomas. With a 16.5 percent turnover, what is the figure? 

Mr. Youne. We expect about 335,500—— 

Mr. Tuomas. The figure of 16.5 is an average figure. In some 
classifications you have a much higher figure than that, and in some, 
I presume, vou have much lower. Which are the higher categories 
and which are the lower categories ? 

Mr. Youne. You would have a higher rate of turnover, of course, in 
vour highly competitive categories of personnel, for example, engi- 
neers and scientists, where we find much more difficulty both in re- 
cruiting and in terms of retaining them. 

Mr. THomas. The turnover is higher ? 

Mr. Youne. The turnover would be higher, I would expect, than 
the average 


SALARY SCALE OF SCTENTIFIC, ENGINEERING, AND LEGAL PERSONNEL 


Mr. Tuomas. What are the civil service classifications generally for 
the scientific and engineering fields ? 

Mr. Youne. By “classific “ations” you mean salary levels? 

Mr. Tuomas. Yes. 

Mr. Younes. We recruit for the engineering and scientific fields at 
grade 5 for the bachelor of science man coming out of an engineering 
school or at grade 7 for the graduate student. 

Mr. Trromas. M. S.? 

Mr. Youne. An M.S. We are hiring at the top level of those two 
grades. 

Mr. Tuomas. I understand that the National Advisory Committee 
on Aeronautics and 1 or 2 of these other governmental agencies, such 
as the National Science Foundation, who employ a whole lot of sci- 
entific personnel, have trouble in meeting the scale of pay for private 
industry for doing the same or similar type of work. 

We have had some agencies in here that have quite a large number 
of lawyers and they also make that same complaint. What we would 
like to know is if it is within the legal power of the Commission now 
to increase those salaries, or does it require legislation for you to put 
those classifications on a competitive basis with private industry 
the engineering, scientific, and legal classifications? 

Mr. Youna. In many of the scientific and engineering classifications 
our levels are at the maximum recruiting grade. We cannot hire at 
a higher classification under the present provisions of the Classification 
Act. It specifies that college graduates will be hired at the grade 5 
level. Under our flexible authority in section 803 of the Cl: issification 
Act, we did gradually move up the entrance salary rate—in accord- 
ance with legal authority—as high as we could go at the recruiting 
level. 

Mr. Tuomas. Would you read into the record section 803 of the 
Classification Act and see what your authority is? 

(The section referred to, as submitted later, is as follows:) 
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CLASSIFICATION Act or 1949, as AMENDED 
TITLE VIU 

Seo. 808. (a) Whenever the Commission shall find (1) that a sufficient number 
of qualified eligibles for positions in a given class cannot be secured in one or 
more areas or locations at the existing minimum rate for such class, and (2) 
that there is a possibility that a sufficient number of such eligibles can be secured 
by increasing the minimum rate for such class in such areas or locations to one 
of the higher rates within the grade in which such class is placed, the Commis- 
sion may establish such higher rate as the minimum rate for that class in each 
area or location concerned. 

(b) Minimum rates established under subsection (a) may be revised from time 
to time by the Commission. Such actions or revisions shall have the force and 
effect of law. 

(c) Any increase in rate of basic compensation resulting from the estab- 
lishment of minimum rates under this section shall not be regarded as an 
“equivalent increase” in compensation within the meaning of section TO1 (a). 

Mr. Youna. Our authority to hire above the minimum level of the 
grade is under certain conditions which— 

Mr. THomas. How much higher? 

Mr. Youne. All the way up to the top of the grade. 

Mr. Tuomas. No higher than that? 

Mr. Youne. Depending on a factual demonstration of the need 
of the shortage—in an area or on a national basis, which we have to 
determine on evidence submitted to us. 

Mr. Tuomas. I have heard from the National Advisory Committee 
on Aeronautics to the effect that the pay seale is too low, and that 
they can’t compete with private industry in obtaining their people 
and in holding them, too. 

Mr. Youna. I cannot agree with the National Advisory Committee 
on Aeronautics that pay is the sole answer to the prob ‘lem in terms 
of recruiting and retaining engineering personnel. It is a large part 
of the problem, I agree, but not the whole problem. 

I think probably, Mr. Chairman, it is just wishful thinking if we 
go on the assumption that we will ever put the Government on a 
straight competitive salary basis with private industry, at least in this 
area of personnel. 

Mr. THomas. I am one that has clung to the opinion through the 
vears that most Government classifications instead of being lower than 
industry is higher than industry. There are some classifications that 
differ. You take ~ average Government pay of grade 1 0 up through 
14 or 15, maybe 16, that pay is going to be higher than industry’s 
is going to be. W he ‘n you get up into grades that are on the Commis- 
sion level; or even grade 18, there is w here Government employees are 
underpaid. 

I think in certain classifications, engineering and certain scientific 
classifications you might be underpaid. But, by and large, with the 
beneftits—— 

Mr. Young. I cannot agree entirely with that, Mr. Chairman 
I think you can demonstrate pretty effectively that in grades 1 
through 4, and to some extent through grade 5, that the Government 
competitive position is reasonably good as compared both with pri- 
vate industry and with other public, State, county, municipal juris- 
dictions. hiring the same kind of people. When you get above 
grade fsor from grade 5 and above, then you have to begin to break 
it down by types of occupation and types of jobs, because you get 








466 


into some very marked discrepancies. For example, on the recruit- 
ing of college graduates that we were just talking about, it is my 
expectation that the Government offering rate for the run-of-the- 
mill liberal arts graduate from college in June of this year, even 
if he is offered the top of the grade 5 level, will still run approxi- 
mately $1,000 under the average industry offer. This is without 
any specialized training or knowledge. 

Mr. Tuomas. Do you have authority to match industry there? 

Mr. Youne. No, even if we went to the top of the grade we would 
be $1,000 underneath. 

Mr. Tuomas. Your authority is to go to the top of one grade 
and no more? 

Mr. Younae. That is correct. Your implication that there are 
other factors in Government which tend to equalize the compensa- 
tion picture is also very true. 

Mr. Tuomas. That was yours, not mine. 

Mr. Youne. I read an implication to that effect in your remarks. 
In terms of the benefits which the Government offers in retirement 
annuities and paid leave, including sick leave, the Government fringe 
benefit program is superior to that you find, on an average, in 
industry. 

Mr. Tuomas. What is your thinking now about requiring or seek- 
ing legislation, more authority on your engineering and scientific 
classifications as well as the legal? It was brought out here 2 or 3 
days ago—take, for instance, this small agency of Government, the 
Federal Trade Commission, where a liberal percentage of their total 
employees is lawyers. They are doing legal work either in the court- 
house, or as hearing examiners. The problem is purely legal. 

Mr. Youne. Of course, we have no authority to examine lawyers 
under the civil-service system. 

Mr. Txomas. What about the pay scale? 

Mr. Youne. If you want to give us the authority 

Mr. Tuomas. We have kept that authority away from you Curing 
the years, with some good reason. What about the pay scale now? 

Mr. Young. I have not been aware myself of any marked diffi- 
culty in the recruitment of legal personnel. 

Mr. Tuomas. What about holding them? It was testified that 
some of these top lawyers in this particular agency are in the court- 
house quite often, and that they are matched against some of the finest 
legal talent. The big corporations are not sending any weak sisters 
down here, and these boys get $9,000 to $12,000. Some of them have 
been in the Government service 25 years but industry is trying to fish 
them out for $25,000 and $30,000, and a good many of them are 
leaving. 

Mr. Youne. I think a lot of them have come into the Government 
service with that in mind, because it is an excellent training ground 
for the young lawyer. You will always have a rate of turnover 

Mr. Tuomas. If there is an opportunity of 25 to 50 percent more 
salary, wouldn’t that be a good inducement for them to stay after 
they had reached it after 8 or 10 years of battling around in the lower 
grades? 

Mr. Youne. I don’t think the situation with respect to the lawyers 
is any different than with anybody else. I think we can fall into a fal- 
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Mr. Tuomas. I think there is this difference. The business world 
is looking for trained people. 

Mr. Youne. Everybody; not just lawyers, not just scientists. 

Mr. Tuomas. What training do you give them that business wants— 
outside of the engineering, scientific and legal professions ? 

Mr. Youna. Well, if you take the Civil Service Commission, we 
are running the biggest personnel system in the world today; isn’t 
that good training? 

Mr. Tuomas. Industry wants your people for running their own 
personnel system ? 

Mr. Youne. They are tremendously interested not only in the gen- 
eral management experience but also in a lot of the technical work 
which we are doing. 

Mr. THomas. You mean job classification, for instance? 

Mr. Young. I was thinking about testing and job classification 
both. In this business of testing, the Civil Service Commission is 
the leader in the country in terms of the development of tests. 


ADVANTAGES OF FEDERAL EMPLOYMENT 


Mr. THomas. How can you keep your people on the present pay 
scale who have been there 20 years or more, who are now in the top 
bracket ? 

Mr. Young. On the same basis that you have thousands of people 
who are working in the Government who have turned down offers in 
private industry because they like to work for the Government and 
like the fringe benefits. 

Mr. Tuomas. You know the weakness of human nature. <A lot of 
yeople, if you give them a lot of authority and no pay, they will stand 

itched, and in Government that is what they get. They get more 
authority in Government on less pay than any place on earth. The 
average people in industry 

Mr. Youna. That is another fringe benefit. 

Mr. THomas. You can’t eat that authority. 

Mr. Vursetu. There is a continuity of service. They have no 
strikes. They are sure of their pay. Isn’t that why they want to 
stay in the Federal service? They want the retirement and fringe 
benefits. They keep getting a little better, and they have security 
for their older age. We have changed in our thinking in this country 
a great deal in the last 10 years. Sometimes, I think, too rapidly. 
But people now are giving more attention to security, and I think 
sometimes more than they are to keeping the avenues of opportunity 
open, as compared with the past. 

I think this retirement program and the continuity of service is a 
very, very great incentive. 

Mr. Youne. I think that is perfectly true, and you have stated it 
much better than I could state it. There is just no doubt about the 
fact that the accomplishments of the last 4 years in the field of civil 
service by the Congress and the executive branch have had a marked 
effect in decreasing turnover of Federal employees despite this in- 
creasing competitive situation. 
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TURNOVER RATE 


Mr. Tuomas. The turnover is just as high as it was 10 years ago. 

Mr. Young. Oh, no. 

Mr. Tuomas. What was it 6 or 7 or 8 years ago, even during the 
height of the Korean war? At no time has it been higher than 20 
percent, even during World War II. 

Mr. Youne. I think you ought to compare it with 1952, for example. 

Mr. Tomas. What was it then? What was it during World War 
II, Mr. Lawton? You were in the Bureau of the Budget. It wasn’t 
higher than 20 percent, or did we use a figure of 25 percent ? 

Mr. Lawron. It was around 29, but you “had a little different situa- 
tion. The jobs were not quite as plentiful in a great many categories 
then because of restrictions on production of nonessential goods. 

Mr. Tuomas. Nobody was frozen to his job. 

Mr. Lawron. Nobody was frozen, but the jobs— 

Mr. THomas. You had 5 million men under arms and out of indus- 
trial production. 

Mr. Young. I don’t think you can compare the war years with this 
kind of peacetime basis. This is the first time we have had a perma- 
nent- -appointment system. 

Mr. THomas. What do you mean, 
system” ¢ 

Mr. Youna. Until 1954, when we put in our career-conditioial ap- 
pointment system and got the Whitten rider amended—— 

Mr. Tuomas. How did that affect it? 

Mr. Youne. It affected it because you couldn’t begin to develop any 
kind of a solid, sound, constructive career operation. 

Mr. THomas. You had more applications for Federal jobs then 
than you have now. It certainly didn’t affect it one iota, as [ see it, 
either way. 

Mr. Youne. It affected it a great deal, in my opinion. 

Mr. Toomas. You had more applications for jobs then than now. 

Mr. Young. But you couldn’t give them a permanent appointment. 

Mr. Tuomas. They were willing to take it without it, and you had 
more applications for the job. 

Mr. Youne. You can’t sell a career service without being able to 
give a permanent job? 

Mr. Tromas. You didn’t have to sell it. They were willing to buy 
it without it. They figured it was going to come sooner or later. You 
could talk all day long as to what it meant, the technical points, and 
the employee didn’t understand it. He still thought he was under 
civil service. If he wasn’t, he would be under there sooner or later. 
Isn’t that the more accurate statement ¢ 

Mr. Youne. I wouldn’t agree with that at all. There is a lot of 
difference between what we are doing today—hiring people on a ca- 
reer basis with a career opportunity—and hiring workers who just 
want a joband who may be In or out. 

Mr. THomas. What was the turnover then and what isit now? That 
is the test. 

Mr. Macy. I think you have to go beyond the turnover figure, be- 
cause a portion of this 16.5 percent involves retirements, deaths, and 
other factors that are relatively involuntary. The quit rate in the 
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Federal Government—that is, those individuals who resign to seek 
work elsewhere—is running about 1 percent a month or about 12 
percent annually. 

This is approximately half of what it was 4 years ago. It was then 
around 2 percent per month. It also is a more favorable figure than 
you will find in the published statements of the manufacturing in- 
dustry, where the quit rate is running at about 2 percent. So actually, 
although the figure may appear high in terms of the people that have 
to be hired to replace those that leave, in comparison with past Gov- 
ernment experience and current industry experience, it is a rather 
favorable quit rate. I think this is attributable to the fact that we 
have a more—— _ 

Mr. Thomas. The quit rate has fallen off 50 percent in the last 2 
years ¢ 

Mr. Macy. Inthe last 4 or 5 years. 

Mr. Thomas. That iscomplimentary tothe system. 

Mr. Macy. We feel it is. 

Mr. Tuomas. What do you attribute it to ¢ 

Mr. Macy. To these various programs that have been added to the 
Federal personnel system during the years, the career system that Mr. 
Young mentioned, certain additional fringe benefits. 

Mr. Tromas. Career service? What do youmean? You had peo- 
ple under the career system that you transferred out, took their jobs 
out from under the civil-service system. You haven't added to it. You 
have added the benefits but not to the number of jobs. 

Mr. Macy. We have added 30,000 additional jobs to the competitive 
civil service. 

Mr. THomas. What were they 4 

Mr. Macy. They are extended around the world; 20,000 overseas; 
several thousand in Alaska; 8,000 labor positions that were outside 
previously. This has been a period of expansion for the total com- 
petitive service. This builds confidence in the system. 

Mr. Tromas. You haven't increased the emoluments for the over- 
seas people, have you! They have always done pretty well in the last 
6 or 8 years, when we give them free schooling, free travel, and a 
25-percent housing allowance. 

Mr. Youne. And still have trouble recruiting them. 

Mr. Tuomas. My mail doesn’t indicate it. They all want to get 
overseas. They like those extras. 

Mr. Youne. The fact that the people want to get overseas— 

Mr. Tuomas. I will send you some of my people rather than send- 
ing them over to the State Department. Why don’t you send them 
over to the State Department? The State Department has been doing 
their own recruiting. 

Mr. Youne. The people that want to go overseas aren’t necessarily 
the people you want overseas. 

Mr. Vursein. I understand, Mr. Chairman, that you come from 
Texas, and that the ambition and zeal of the people down there is 
on a very high level. 


NEW CONCEPT OF THE CIVIL SERVICE SYSTEM 


Mr. Evins. I have been impressed during the time I have been on 
this committee that the Commission is doing a fine and an effective 
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job. But hearing Mr. Young’s statement and hearing the testimony 
now you would think these reforms had only been made in the last 
4 years, that only permanent jobs had been provided in the last 4 
years. There is one sentence in your statement, “That the civil service 
is a relatively new service.” Why, I was under the impression the 
Civil Service Commission was an old agency and that it was started 
way back under Theodore Roosevelt. 

Mr. Youne. Could I explain that comment ? 

Mr. Evins. Yes; please do. 

Mr. Youns. As to w hy it isa new service. I think you have to look 
at it from a broad point of view with adequate perspective and depth 
for the whole period of the development of the civil service since 1883 
to World War II, remembering now that in 1938 you had a total of 
800,000 employees on the payr oll. The whole cone ept of the civil serv- 
ice was one of a centralized civil service, centralized recruiting. The 
Executive orders, the rules, the psychology of the people themselves 
were all attuned to a centralization concept. 

Since World War IT and the expansion of the number of people 
working for the Federal Government, expansion of the payroll from 
the 800,000 level in 1938 to our present more or less stable level at 
approximately 2,300,000, called for quite a different approach, differ- 
ent thinking and different psychology. In recent years, starting back 
in the late forties, the entire trend and tendenc y, and that has been 
accentuated over the last 4 years, has been to decentralize the system, 
because it was impossible obviously to run a personnel program of 
2,300,000 people on a centralized basis. That has called for a com- 
pletely different concept, a completely different approach and tech- 
nique and procedure and thinking. It has called for modification of 
legislation. It has called for new Executive orders. It has called for 
new rules and regulations in order to decentralize the system, to dele- 
gate the authority of the Commission to the agencies in almost all of 
its operations, and that is why we call it a new service today, because 
it is really a completely different concept. 

There is no precedent in the history of the world for the size opera- 
tion that we are trying to conduct today. As we feel our way along, 
we are beginning to develop a pattern for a decentralized system, 
operating on delegated authority, with adequate safeguards, through 
inspection, to take care of this program which is scattered all over 
the world. 

Mr. Tromas. Aren’t you letting the State Department do most of 
their own recruiting for overseas service ? 

Mr. Youne. They are recruiting for the Foreign Service, which is 
about 3.000 people out of 180,000 people abroad tod: ay. 

Mr. Tomas. They have their own civil service, Foreign Service, 
over there and their own retirement fund. 

Mr. Younc. We are talking about 3,000 people out of 180,000 
abroad. 

Mr. Tuomas. What about TVA? 

Mr. Youne. It’s total employment doesn’t amount to a thing com- 
pared with the total. 

Mr. Tuomas. What about Atomic Energy? They are doing the 
same thing, aren’t they ? 
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Mr. Young. You mean, with their own systems? They have their 
own personnel systems. Therefore, provision was made in the Execu- 
tive order, issued in 1955, for the interchange of merit system per- 
sonnel so that you get an established interrelationship and a trans- 
ferability of personnel between established merit systems such as the 
civil-service system, the Foreign Service system, the Atomic Energy 
system, the TVA system and others. 

Mr. Tuomas. Hasn’t that been in effect from time immemorial ? 

Mr. Younc. No. There has been no interchangeability on the same 
basis, to move from one personnel system to another. 

Mr. Tuomas. Here is 2 man who has been working for the State 
Department Foreign Service and he wants to quit and wants to come 
to another agency of Government. He wasn’t prohibited from doing 
that? 

Mr. Youne. Not if he qualified. 

Mr. Tomas. Certainly not. Haven’t the agencies been doing their 
own recruiting and aren‘t you tightening up on them now more than 
you have been in the past 10 years? 

Mr. Younc. We have been urging them under this decentralized 
concept that I have been talking about—— 

Mr. Tuomas. They have been doing that for 15 or 20 years or longer. 

Mr. Younea. Not if I understand your question correctly. 

Mr. Tuomas. You said awhile ago that what you are operating under 
now is a new system, and you point out as one of the new things that 
you are letting the agency do is to do their own recruiting. I say 
there is nothing new about that. They have been doing it for years 
and years. 

Mr. Young. As far as the civil service personnel are concerned, 
prior to World War II the great bulk of the recruiting was done by 
the Civil Service Commission. 

Mr. Tuomas. You say, the great bulk 

Mr. Youna. Certainly the appointing authority lies in the head of 
the agency. 

Mr. Tuomas. And they still did their own recruiting. 

Mr. Youne. Under the civil service rules. This is a completely 
different concept as you can see. 

Mr. Tuomas. It may be a different concept, but in practice it is 
about the same. I can’t see any difference in it. I have been looking 
at it for a long time, too. 

Mr. Youne. Maybe that is one of the difficulties, Mr. Chairman. 
Maybe we need further conversations on this business of what has 
happened since World War ITI. 

Mr. Tuomas. Tell us what has happened. 

Mr. Youna. Well, I think you have this kind of situation. When- 
ever you begin to operate a decentralized system, working under dele- 
gated authority 

Mr. Troms. You speak now as if that is something that has hap- 
pened in the last 2 years. It has been going on for 20 years. 

Mr. Youna. Actually it started in the late forties after the close of 
World War II. You had no real need for it until the personnel and 
payroll got as large as they did subsequent to the war. You could 
deal with it pretty well before World War II on a centralized ap- 
proach. But even then that was becoming inadequate. 
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Wherever you have a system of delegated authority such as the one 
we have today, and which is the only practical approach to our prob- 
lems, you have to have people that are competent and responsible to 
administer that delegated authority in the field installations. That 

raises all the questions of training, promotion, career recruitment, 
and that whole area of operation. It calls for an adequate inspection 
and control system. Unless you have that your delegated authority 
will not function efficiently and effectively and the American tax- 
payer won’t get his true money’s worth out of the program. So you 
have to dévelop an inspection system such as I have described in my 
statement, the coverage of which is far broader than it used to be, to 
find out whether or not your delegated authority is being administered 
adequately 

Mr. Teichans You can’t just trust the agencies to do their job right. 
After all, these people over there are working for the agency. They 
are not w orking for you now; they are working for the agency. The 
agency head is satisfied with them. Why should the Civil Service 
Commission complain ? 

Mr. Youne. The board of examiners in the agency is working for 
the Commission, not for the agency, although they are on the agency 
payroll. What we are attempting to do is ‘not so much to see if the 
agencies are honest or dishonest 

“Mr. Tromas. It is not a question of honesty or dishonesty; it is a 
question of judgment. 

Mr. Youna. I thought that was your implication a while ago. 

Mr. Tuomas. No. 

Mr. Younea. Then I retract that. Iam sorry. We are responsible 
to the Congress and the President and to the American people to see 
that the money which you are kind enough to appropriate for our 
purposes is expended effectively and effic iently. 

Mr. Trromas. Where is the room for dishonesty? I don’t quite 
follow your thinking. They don’t handle any money. They don’t 
have an opportunity to do anything. 

Mr. Youne. Not in terms of money at all. I am thinking in terms 
of compliance with the standards and procedures. 

Mr. Tuomas. That is a question of judgment. Maybe they can’t 
read your rules and regulations and get the same interpret: ition out 
of them that you put on them. 

Mr. Youne. So that a person coming into the competitive civil 
service knows that he is getting the same treatment that everybody 
else is getting. You have to assure that—— 

Mr. Tuomas. Who is going to be the judge that he is? 

Mr. Youna. In the last analysis, the way the system is adminis- 
tered of course depends on the people that are administering: it. 
That is why we have put so much emphasis in this request on recruit- 
ing. It is why we are interested in training. It is why we are inter- 
ested in having an adequate promotion system. It is why— 

Mr. Tuomas. That man that you place that authority in, is be sup- 
posed to be the ultimate and infallible—— 

Mr. Youna. The person in the agency ? 

Mr. Tuomas. Wherever you put him. 

Mr. Youne. You have to get the best possible man you can get, 
because you save money in the long run and you have a more 
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SUMMARY OF APPROPRIATION REQUEST 


Mr. Tuomas. Mr. Reporter, will you put in the record this first 
tuble on page 1. 
(The material referred to is as follows:) 


JUSTIFICATION OF ESTIMATES OF APPROPRIATION FOR FISCAL YEAR 1958 
INTRODUCTION 


The Civil Service Commission submits its estimates of appropriations for 
fiscal year 1958 for regular operations and for the several appropriations for 
which it is responsible. The comparative summary of appropriations, appro- 
priation estimates, and expense limitation is as follows: 








Changes 
Appropriation or fund title Fiscal year Fiseal year | (+ 0r —) 
| 1957 1958 |1958 estimates 
| | over 1957 
Salaries and expenses, Civil Service Commission | $17, 407, 500 | $20,000,000 | +$2, 592, 500 
Investigations of Unite d States citizens for employment by | | 
international organizations____.-. 487, 500 507, 000 | +19, 500 
Annuities under special acts, Civil Service Commission_- 2, 024, 000 | 2, 417, 000 | +393, 000 
Payment to civil service retirement and disability fund, Civil | 
Service Commission...._.__........_-.- | 525, 000, 000 0 | —525, 000, 000 
Administrative expenses, employe es life insurance fund, “Civ il | | 
Service Commission... _.............--.-.-- pss SACO 117, 500 | 233, 000 | +115, 500 





Mr. Tuomas. It shows an increase of $2,592,500 for salaries and 
expenses. The other big activity is “Investigations of United States 
citizens for employment | by international organizations.” That shows 
an increase of $19,500, or a total of $507,000 for 1958. This is work 
that you do for other agencies. 

Then, under “Special acts,” the Civil Service Commission shows an 
increase of $393,000 over 1957, or a total of $2,417,000. 


REQUEST OF BUREAU OF THE BUDGET FOR PAYMENT TO CIVIL SERVICE 
RETIREMENT FUND 


I notice that you show a minus figure of $525 million. What did 
the Commission recommend to the Bureau of the Budget instead of 
this zero? 

Mr. Young. You will find that on page—— 

Mr. Tuomas. That is not in there as to what you recommended. At 
least, I didn’t see it. 

Mr. Young. We asked the Bureau of the Budget for $541 million— 
I will get the exact figure. 

Mr. THomas. $541 ‘million and they gave you zero. 

Mr. Youna. $541,643,000 was the figure which we requested from 
the Bureau of the Budget in ac¢ ordance with the provision of the law 
under which we are required to estimate the normal—— 

Mr. Tuomas. And the Bureau of the Budget denied that request of 
$541 million; is that correct? 

Mr. Youne. It is not included in this appropriation request, as I 
pointed out in my statement. 

Mr. Tomas. “Administrative expenses, employees life insurance 
fund, Civil Service Commission,” an increase of $115,500, or a total 
of $233,000 for 1958. 
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The narrative is excellent. Will you follow that table with the 
next three pages. It repeats the chairman’s statement. He covered it 
very well. 

(The material referred to is as follows :) 


Appropriation: Salaries and expenses, Civil Service Commission 


The Commission is requesting $20 million in its “Salaries and expenses” appro- 
priation to perform its continuing functions and responsibilities in fiscal year 
1958. This amount represents a net increase of $2,592,500 over the amount author- 
ized for 1957. 

A large part of this increase, $980,000, results from the provision for agency 
contributions to the civil-service retirement and disability fund as required by 
Public Law 854, 84th Congress (70 Stat. 736). In addition, an increase of 
$1,039,089 is requested for personal services and $573,411 is requested for travel, 
printing, and other expenses in order to carry out the Commission’s responsi- 
bilities under existing legislation and Executive orders in fiscal year 1958. The 
amounts requested for 1958 are believed to be the minimum necessary to achieve 
effective use of personnel and a well-balanced and coordinated program. 

A more detailed discussion of the requirements under each of the Commission’s 
activities is included in the body of the justification text. 


Appropriations: Investigations of United States citizens for employment by inter- 
national organizations 

Funds appropriated under this head provide for investigations by the Federal 
Bureau of Investigation and the Civil Service Commission of United States 
citizens employed or being considered for employment in international organiza- 
tions of which the United States Government is a member, and for review of 
reports by the International Organizations Employees Loyalty Board of the Com- 
mission as directed by Executive Order 10422, as amended. 

Workload estimates for fiscal year 1958 are based upon current experience 
and the funds requested are expected to maintain the entire program on a 
current basis. The increase of $19,500 requested for fiscal year 1958 is the result 
of provision for agency contributions to the civil service retirement and disabil- 
ity fund under Public Law 854, 84th Congress (70 Stat. 747). 

Appropriation: Annuities under special acts, Civil Service Commission 

This appropriation covers the payment of annuities to former Federal civilian 
employees under the Panama Canal Construction Annuity Act (57 Stat. 257) and 
to widows of former Federal employees under the Lighthouse Service Widows 
Benefit Act (64 Stat. 465). 

The request for fiscal year 1958 is for the continuation of annuities authorized. 
Few new claims are expected. The increase of $393,000 requested for fiscal 
year 1958 is due primarily to Public aw 761, 84th Congress (70 Stat. 607) ap- 
proved July 24, 1956, granting increases in the annuities of certain officials and 
employees engaged in and about the construction of the Panama Canal. 


Appropriation: Payment to civil service retirement and disability fund 

Public Law 854, 84th Congress (70 Stat. 736), completely amends the Civil 
Service Retirement Act. For 1957 and prior years the appropriation under this 
heading was the means of making the Government’s payment to the retirement 
fund. The legislation enacted in the last session of the 84th Congress requires 
that agencies pay to the fund an amount equal to deductions from employees’ 
salaries, beginning in July 1957. It is estimated that such contributions during 
the fiscal year 1958 will amount to $559,313,000. Since the total of these pay- 
ments is estimated to be greater than amounts heretofore provided through this 
appropriation ($525 million in 1957), no additional appropriation for Government- 
wide payment is requested for fiscal year 1958. 


Eazpense limitation: Administrative expenses, employees life insurance fund, 
Civil Service Commission 


This item is to cover expenses incurred by the Civil Service Commission in 
the administration of the employees life insurance fund pursuant to the Federal 
Employees Group Life Insurance Act (5 U. 8. C. 209 ff.). The act was amended 
by the 84th Congress in August 1955 (69 Stat. 676), to provide for the assump- 
tion by the fund of life insurance agreements of employee beneficial associations. 

During fiscal year 1956, 16 beneficial associations with approximately 54,000 
members were assumed by the fund. The Commission had to discontinue 
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negotiations for assumption of the remaining beneficial associations composing 
95,000 members in fiscal year 1956 because the increase allowed in the limita- 
tion was insufficient to assume the remaining beneficial associations. 

The administrative expense limitation of $117,500 for fiscal year 1957 will 
not permit the assumption of any of the remaining beneficial associations. 
The increase of $115,500 requested for fiscal year 1958 is required to fully 
maintain the additional 95,000 members of beneficial associations. 


FULL FIELD SECURITY INVESTIGATIONS PROGRAM 


The Civil Service Commission also conducts full field security investigations 
as a service for various agencies of the Government. Since this work is 
done on a reimbursable basis, the Commission is not requesting funds for 
this purpose. A brief statement of the status of this program is contained in 
this document. 


SALARIES AND EXPENSES 


Program and financing 


| i 
| 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: | 

. Recruiting and examining-.- $5, 889, 145 $5, 717, 152 
. Investigation of character and fitness for employment._ 3, 511, 351 | 3, 441, 670 
. Inspections and classification audits.__..............- 2, 276, 178 2, 425, 436 
. Administration of the retirement systems 4 1, 540, 954 | 1, 644, 183 
. Developing programs and standards. -.-............--..-- | 1, 471, 431 1, 486, 959 
. Regulatory, appellate, and advisory functions of the 

Jom mission 1, 122, 724 | 1, 237, 077 
. Executive and administrative services........-__- 1, 467, 545 1, 455, 023 


Financing: 


Total obligations_...........-- 17, 279,328 | 17, 407, 500 | 
Jnobligated balance no longer available. --........-. howate } 


38, 941 








Appropriation (adjusted) __._.....-- wna----------------| 17, 318, 269 7, 407, € 20, 000, 000 
i 


Obligations by objects 


| 1956 actual | 1957 estimate | 1958 estimate 





Total number of permanent positions to os 2, 953 | 3, 030 | 3, 210 
Full-time equivalent of all other positions -- ; 28 18 17 
Average number of all employees ‘ . — 2, 792 2, 841 3, 041 
Number of employees at end of year : Sigs 2, 852 | 2, 899 3, 166 


Average salaries and grades: 
General schedule grades: 
PEE MabAbAdecscedenmainses ‘ $5, 235 $5, 256 | $5, 279 
Average grade__._--.-. ‘ ‘ a 1S-6.9 | iS-7.0 | Gs 7.0 
Personal services: | 
Permanent positions -_- 2 $14, 604, 542 $15, 003,930 | $16, 134, 796 
Positions other than permanent 5, 934 | 79, 263 64, 193 
Regular pay above 52-week base . . 56, 469 |__ 63, 323 
Payment above basic rates___- . 253, 906 156, 218 16, 218 


Total personal services , 5, 030,851 | 15, 239, 16, 278, 500 
Travel nade Scideed nbitcel 37, 022 464, 700 | 609, 000 
Transportation of things. os . ; : 38, 240 65, 758 73, 500 
Communication services _- ade 549, 470 | 578, 202 | 590, 500 
Rents and utility services___. js all j 0, 977 61, 669 | 75, 400 
Printing and reporduction_ -___-_- , 802 384, 335 584, 000 
Other contractual services i ‘ 59, 517 | 68, 252 59, 478 

Services performed by other agencies —— * 283, 522 232, 25: 283, 522 
Supplies and materials__..-.._._.- ‘ 214, 848 219, 03¢ 231, 000 
Equipment. . é : 3, 614 85, 129 | 233, 200 
Grants, subsidies, and contributions: 

Contribution to retirement fund _- 

Refunds, awards, and indemnities ; | 7, 160 7, 
Taxes and assessments ; =a haletabe 3, 305 1,7 





Total obligations...........- Te Perea a : 17, 279, 328 | 17, 407, 5 20, 000, 000 
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Budget authorizations, expenditures and balances 








1956 actual 


a a 


1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation . . 2520s ies. Ss 

Transferred from “Investigations of United States citizens for 
employment by mntecnaenel organizations,’’ Civil Service | 
Commission (31 U. 8. C. 697) - : Sens ene aaa 35, 769 


$17, 282, 500 $17, 407, 500 | 


Adjusted appropriation. -__- e521 otk 17, 318, 269 17, 407, 500 


1958 estimate 





$20, 000, 000 


20,000, 000 


Obligated balance brought forward ‘ kien g eer 1, 211, 842 | 1, 066, 407 i, om, 399 
Restored from certified claims account... -.......- si | of 4, 927 
| ethane cthenanbstelei dlc isis atlas Dnennh 
Total budget authorizations available 18, 530, i 18, 478, $34 2, 079, 399 
as = | ==-|= = 
EXPENDITURES AND BALANCES | | 


Expenditures— | 
Out of current authorizations ; . 3 | 16,219, 107 16, 343, 100 
Out of prior authorizations... -_..-.-- ween 1, 194, 379 | 5, 335 | 








18, 799, 800 
1, 064, 200 








Total expenditures a. | 17, 413, 486 | 
Balance no longer available: | 
Unobligated (expiring for obligation) Na 38, 941 | 
Other__...-- aceee ees i, 277 | 
Obligated bals ance carried forward | 1, 066, 407 | 1, 079, 399 | 
Total expenditures and balances_.............-..--- ...| 18,530,111 | 18, 478, 834 | 


Mr. Tuomas. These tables on pages 1 and 2 are worth putt 
(The material referred to is as follows:) 


SALARIES AND EXPENSES APPROPRIATION 


Comparative summary by activity and other expenditures 


Activity or expenditure 1957 | 1958 


1. Recruiting and examining .--| $4,959,820 $5, 211, 000 | 
2. Investigation of character and fitness for ee ment... _| 3, 069, 320 3, 318, 700 
3. Inspection and classification audits | 2, 157, 711 | 2, 359, 000 | 
4, Administration of the retirement systems - - - 1, 388, 273 1, 456, 700 
5. Developing programs and standards 1, 293, 522 1, 462, 000 
6. Regulatory, appellate, and advisory functions of the Com- | | 
mission - i , 1, 122, 985 1, 198, 000 | 
7. Executive and administrative services __.. mal 1, 247, 780 1, 273, 100 | 
Total, personal services. ies oe lie . 15, 239, 411 | 16, 278, 500 | 
Other objects of expenditure : | 2, 168; 089 | 3, 721, 500 | 
Total appropriation or estimate___._.._..- aii . 17, 407, 500 20, 000, v00 


Average number of positions: 
Central office - - bathe « 


} 
| 
Field offices_.......--- 


| 
a Des ; 1, 578 | 1, 668 
1, 263 | 1, 373 | 
ii eshettesstmnaerdekinegninhees-besrneane an 2, 841 | 3, 041 | 


17, 399, 435 | 


19, 864, 000 


1, 215, 399 


21, 079, 399 


ing in. 


| Changes (+) 


or (—),° 1958 
compared 
with 1957 


+$251, 180 
+249, 380 
+201, 289 

+68, 427 
+-168, 478 


—— 


| 
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Comparative summary by object classification 


Changes (+) 


Object class 1957 1958 or (—), 1958 
compared 
with 1957 
01 Personal services. __- $15, 239, 411 $16, 278, 500 +$1, 039, 089 
02 Travel... .- 464, 700 | 609, 000 +144, 300 
03 ‘Transportation of things 65, 758 73, 500 +7, 742 
04 Communication services 578, 202 590, 500 +12, 298 
05 Rents and utility services__- 61, 669 | 75, 400 +13, 731 
06° Printing and reproduction - ; 384, 338 584, 000 +199, 662 
07 Other contractual services 300, 504 343, 000 +42, 496 
08 Supplies and materials 219, 039 231, 000 +11, 961 
09 Equipment- 85, 129 233, 200 +148, 071 
11 Grants, subsidies and contributions: Contribution to 
retirement fund 980, 000 +980, 000 
13. Refunds, awards and indemnities a 7, 000 —7, 000 
15 Taxes and assessments_. 1, 750 1, 900 +150 
Total obligations 17, 407, 500 20, 000, 000 +2, 592, 500 


Mr. Tuomas. These tables show the personnel costs of $16,278,500, 
an increase of $1,039,089, and the other objects bring the total of $20 
million. Travel is increased. We will go into that later. Pr inting 
and reproduction is increased by $199,662. Chairman Young says this 
is his eyes and ears for the whole world. Equipment goes up $148,071. 
The contribution to his own fund is $9803000. That is almost a round 
million. A new item. As well as I remember, you want to go into a 
5-year replacement program on equipment. I suggest you cut that out 
until you get your new building because this new furniture will be 
worn out before you get your new building. 

Mr. Youne. That is true. 


INCREASE DUE TO RECENT COURT DECISIONS 


Mr. Tuomas. I asked you during your statement to explain the 
court decisions whereby it is going to cost you $156,000. Explain that 
to us now. 

That is going to be a recurring item every year; isn’t it? It is not 
clear to me. It may be to the others. 

Mr. Youne. I have a page written out on it which I would like to 
read into the record. It is not in our budget request. 

In June of 1954 the Attorney General held that the determination 
of fitness for employment of persons in nonsensitive positions, in cases 
involving loyalty-type information, was the responsibility of the em- 
ploying agency under Executive Order 10450. Therefore. from June 
1954 to August 1956 the Commission did not make fitness determina- 
tions in such cases. The Supreme Court held in Cole v. Young that 
agencies did not have authority to evaluate and separate employees 
from nonsensitive positions on the basis of loyalty under Executive 
Order 10450. It then became necessary for the Commission to exer- 
cise its jurisdiction in these cases to determine fitness on all suitability 
factors, including questions of loyalty. 

It is estimated that approximately 1,900 cases will require evaluation 
in fiscal year 1958, at a cost of $77,680. In addition, it is estimated 
that decisions in approximately 400 of these cases will be appealed to 
the Board of Appeals and Review of the Commission. The cost of 
adjudicating these appeals is estimated to be $48,000, making a total 
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increase in work of the Commission resulting from the Cole case of 
$125,680 in fiscal year 1958. 

And as to Flanagan v. Young: On December 22, 1955, the United 
States Court of Appeals for the District of Columbia held in the case 
of Flanagan v. Young that Federal employees who are veterans are 
entitled to the procedures prescribed by section 14 of the Veterans 
Preference Act in the proscessing of cases under the prohibited politi- 
cal activities statutes (Hatch Act). In March 1946 the Solicitor 
General notified the Commission that he would not apply for a writ 
of certiorari to the Supreme Court in this case. 

The Commission’s regulations under the Hatch Act have been 
revised to conform with the court decision, providing that each case 
be processed in accordance with a uniform procedure meeting the 
requirements of section 14 of the Veterans’ Preference Act and the 
regulations issued thereunder. The new regulations require a longer 
processing period because of the 30 days’ advance written notice of 
charges, the necessity for an initial administrative decision, and 
thereafter a hearing in each Federal case, and a final decision by the 
Commissioners. eretofore, hearings were few in number and 
granted at the direction of the Commission. 

These procedural changes will have the effect of substantially in- 
creasing the number of hearings required, the time consumed, and 
expenses required to process Hatch Act cases. The additional expense 
will be added not only to personal service, but to travel and contract 
stenographic reporting services. The increase of $30,000 in fiscal 
vear 1958 over 1957 will provide $19,600 in personal services; $3,400 
for contract stenographic reporting services, witness fees, and so 
forth; and $7,000 for travel. 

Mr. Tuomas. Flanagan v. Young. That is going to cost you 
$156,000; is that right? 

Mr. Young. It is $30,000, isn’t it ? 

Mr. Tuomas. Is Flanagan the Hatch Act case or veterans’ prefer- 
ence ? 

Mr. Lawton, It is both. 

Mr. Youne. It brings the Hatch Act under the veterans’ preference 
procedure. 

Mr. THomas. Let’s wait until we get over there. 

Mr. Youne. There are two cases involved. 


RECRUITING AND EXAMINING 


Mr. Tromas. Let’s look under “recruiting and examining.” We 
will put the table on page 7 in the record. 
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(The material referred to is as follows:) 





CoMPARATIVE SUMMARY STATEMENT BY Function: Activity 1—RECRUITING AND 
EXAMINING 





















































1956 actual 1957 authorized 1958 estimate 
| | 
Function Aver- Aver- | | Aver- 
age Cost age Cost | age | Cost 

posi- posi- | | posi- | 

tions tions | tions 

Stitt ETT 
Ibe. ditt rte ocdnnpiicetn == 56 $335, 853 52 $305, 800 60 | $359, 100 
Examining __-._.-- 7 hae oui 245 | 1, 189, 488 | 247 | = 1, 167, 900 | 265 | | 1, 252, 900 
Registering. _- véitbeqentee | 110 | 435, 597 114 | 442, 500 122 470,800 
Certifying and auditing... ___. sia 134 | 572, 405 130 | 540, 800 | 140 591, 200 
Answering inquiries 152 | 722, 973 149 | 682, 500 155 | 716, 600 
Directing and servicing boards of examiners 144 | 838, 463 148 | 852, 300 148 852, 300 
Assisting agencies on in-service placement 52 334, 314 | 50 321, 100 | 50 321, 100 
Performing medical work ___- 59 | 384, 605 59 | 386, 000 59 | 386, 000 

Providing veterans’ Federal employment 
service... 28 | 213, 627 7 207, 920 27 | 208,000 
Administering incentive awards___- | 7 52, 358 | 7 | 53, 000 | 7 | 53, 000 
Total, activity 1............ _.------| 987 | 5,079,683 | 983 | 4, 959, 820 | 1, 033 | 5, 211, 000 

1 

















Mr. Tuomas. I had in the back of my head that you had been usin 
the figure of 80 percent that your examining boards did in the way o 
total enya but the clerk tells me your figure this year of 60 per- 
cent is the figure you have been using from year to year; is that 
correct ? 

Mr. Youne. That is correct. 

Mr. Tuomas. I would like to trip him once. 

Mr. Young. It has been largely ie to the fact that we are still doing 
the examining for the Post Office Department. 

Mr. Tuomas. This table is an excellent one. It breaks down all 
the categories. Average positions, 987 for 1956 and 983 for 1957, 
and then you jump to 1,033 in 1958, an increase of 50 jobs. The work- 
load table and cost table on the top of page 8 is always good informa- 
tion. I don’t know how you arrive at those figures. 

Mr. Youna. We have a very good cost-accounting system. 























WORKLOAD DATA AND PERSONNEL REQUIREMENT 











Mr. Tuomas One thing about that Chairman, he is not going to run 
down his own agency. Y ou can bet on that. Th: at isa 1 good table on 
page 8. We will put that in the record. 

(The material referred to is as follows :) 







Workloads and unit costs 


























bs 1956 actual | 1957 authorized | 1958 estimate 

Preven tperrerttere tara et yar 

Cost | Cost | Cost 

Processed per | Proceessd per | Processed per 

unit | unit unit 
-_—_--— -— --— _ —— _ ——_—_—_-— = at -— — —_——__—_ ] -- --- — |——- - --— 
Applications processed-........--.--. -+1 597, 092 $1. 99 595,800 | $1. 96 | 639, 830 $1. 96 
PUGET COR PIIIOU as 0 iva nncacanengaecacs okt 470, 357 1, 22 | 432, 600 1. 25 | 470, 100 1. 25 






Inquiries answered... asf 1, 732, 339 42 | 1,609, 700 | .42 | 1,729, 200 42 
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Personnel requirements 


The average number of positions and salary costs for this activity are shown 
in the following table: 








1956 actual | 1957 authorized 1958 estimate 
| 
foc } 1 | 
Average Cost | Average Cost Average | Cost 
positions positions | positions 
re er ee eo Df ee a 4 sas | | 
Central office _.___. P 335 $1, 849, 570 | 345 | $1, 864, 820 356 | $1, 926, 000 
Regional offices ___- ‘ 652 3, 230, 113 | 638 | 3, 095, 000 677 | 3, 285, 000 
nn ile |—_—_____|— e ‘ 
Total, activity 1. E | 987 5, 079, 683 983 | 4, 959, 820 1, 033 | 5, 211; 000 
| | 





INVESTIGATIONS OF CHARACTER AND FITNESS FOR EMPLOYMENT 


Mr. Tuomas. Let’s look at activity 2, which is investigations. What 
is your big one? Is it investigation or placement? Examination is 
your big one? 

Mr. Youns. Activity 1—it is about $5.2 million. 

Mr. Tuomas. This is $2,548,400. 

Mr. Macy. There is another page to that table. 

Mr. Tuomas, It is page 25. The total is $3,318,700. There is an 
increase in 70 jobs, bringing the total to 720 against 650 for last year ; 
is that correct? “Investigation of character and fitness.” Describe 
this activity for us. 

Mr. Youn. The investigation program, we have quite a number of 
different types of investigation. Today the Commission is doing the 
bulk of the investigative work in the Federal service. 

Mr. Tuomas. This is agencywide? 

Mr. Youne. Governmentwide for the civilian workers. It is ex- 
clusive of military. We are doing something like 54 percent of the 
investigations for the Government, with the FBI doing around 20 
percent, and the special investigative services, such as the military, 
the Secret Service, and the others making up the rest. 

Mr. Tuomas. What is your routine activity and when do you go 
beyond it; and when you do go beyond it what happens ? 

Mr. Youne. Our routine ‘activity is that we are required to make 
investigations, national agency checks of all employees coming on 
to the Federal payroll. 

Mr. Tuomas. How long does that take now ? 

Mr. Youna. That takes us about 9 weeks. 

Mr. Tuomas. What are your regular routine steps / 

Mr. Youns. It is about 9 weeks. Depending on what that check 
shows; if it shows up all clear 

Mr. Tuomas. What sources do you check now? 

Mr. Youne. Under the national agency check, we check the readily 
available sources, police records, FBI, our own central office, the House 
Un-American Activities Committee files, general sources of that nature 
to get a quick check. 

Mr. Tuomas. If it develops that there is something out of the ordi- 
nary, what happens ? 

Mr. Youna. If it isa question of suitability, the Civil Service Com- 
mission will make a further investigation, try to pinpoint that ques- 
tion of suitability. It if turns out that there is an indication that a 
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potential employee might be a chronic drunk, pervert, or something of 
that sort, a question of suitability as to ability or characteristics, we 
would investigate that further. 

If there is a question of loyalty involved, then we immediately 

transfer that case to the FBI, and they pick it up and make a full 
esatiaetion form there on, which they eventually return to us. 

Mr. THomas. Who pays for that inv estigation ? 

Mr. Youne. The FBI pays for that investigation. 

Mr. Tuomas. These funds only cover your activities? 

Mr. Youn. The national agency check we pay out of our funds. 
The field investigations which we would make for the security pro- 

am are paid. to us.on a reimbursable basis by the agencies. Suita- 
bility investigations on appointees and applicants, of course, we pay 
out of our own funds. And qualification investigations of indi- 
viduals, as to whether they are qualified for a given job, that may 
include appointments outside the civil service as well as in—— 


REVOLVING FUND PROGRAM 


Mr. Tuomas. Where does the revolving fund come in here? 

Mr. Youna. The revolving fund initially finances the reimbursa- 
ble investigations. 

Mr. THomas. Done by you as well as the FBI? 

Mr. Youne. No; only on work we do for and by agreement with 
the agencies. We have written agreements with certain agencies to 
do their investigative work on a reimbursable basis. A year ago, for 
example, the Army, despite its own investigative resources, decided, 
because of the Commission’s investigative program, its large number 
of skilled, trained investigators, to “turn over most of their civilian 
investigation work 

Mr. Tuomas. Where does the revolving fund begin and where does 
it end with regard to this program ? 

Mr. Younc. The revolving fund just covers the full field investiga- 
tion which the Commission makes under the reimbursable sec urity 
program. A very large proportion of it is for the Atomic Energy 
Commission. A large number of our people are paid from the re- 
volving fund. 

Mr. Tuomas. What I am trying to clear up is that this is more or 
less routine with the Civil Service Commission. You have 4 or 5 
checks you make, the House Un-American Activities Committee files, 
your own files, police files, and so forth. Then if anything develops 
that warrants in your judgment a further look-see, you report that 
back to the agency involved, and if they want you to go further you 
go further. You may go toa regular full-scale field investig: ition, and 
then the cost of that investigation comes back to you in the form of a 
reimbursement. from that agency; is that about the whole picture 
now ? 

Mr. Youna. That would be correct with respect to the cases that 
come in under the reimbursable program. On the fitness and suita- 
bility investigations for applicants and new appointees | who are ap- 
pointed to the payroll subject to investigation, the Commission retains 
the authority to instruct the agency to take the man off the payroll or 
that it is all right to leave him on. 
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WORKLOAD UNDER REVOLVING FUND PROGRAM 


Mr. Tuomas. It wouldn’t hurt for the sake of clarity here to put in 
page. 150, Reimbursable Security Investigations Program. This is 
a good table. 

(The material referred to is as follows :) 


REIMBURSABLE SECURITY INVESTIGATIONS PROGRAM 


Pursuant to Public Law 298, 82d Congress, 2d session, other laws, and Execu- 
tive orders, the Civil Service Commission conducts full field security investiga- 
tions for various agencies of the Government on a reimbursable basis. 

Agency estimates of investigations to be requested in fiscal years 1957 and 1958 
as compared to fiscal year 1956 experience are presented below. In addition, 
the table relates estimated workload receipts to estimates of production, man- 
power, and unit cost, 


Caseload, average positions, and unit costs 


| 1956. actual | 1957 estimate | 1958 estimate 


On hand beginning of year..............-..-.--- a | 





4, 367 11, 199 | 7, 699 











Received........._--------- le ac 42, 218 | 50, 500 | 45, 500 
—_—-———— - |---| - — 

PRR CURING 55,0 5 heb okipagaccie paoodpdacastasiel | 46, 585 61, 699 | 53, 199 
Bc ciitiiinccennntockensnges: Peete cserebekesshuancwnl 35, 386 | 54, 000 | 46, 200 
On Rend. end Of Feat 2...4. ..0----ncer ga cers i Aremeel 11, 199 7, 699 6, 999 
Sveey eee oO a. hee a ha i i a 1,114 1, 800 1, 627 


SSS DEER SE ee 237 $250 | $265 


Generally, the procedures developed in connection with executing the program 
appear to be effective and reports are being furnished to the agencies, on the 
majority of cases, within the time limits prescribed. From all indications the 
quality of the reports meets the standards and requirements of the agencies 
served. 

Mr. Tuomas. You had 4,367 cases on hand in 1956. You estimated 
in 1957 11,199, and estimated at the beginning of 1958 it would be 7,699. 
You had an increase in 1957. You whittle it back down in 1958. 

Mr. YounG, You see, what has happened in this Cole v. Young 
Supreme Court decision of last summer is that this investigations 
program is now limited to so-called sensitive positions. The Commis- 
sion is responsible under its suitability determinations for the ap- 
pointees and applicants coming in for nonsensitive positions. 

Mr. Tuomas. You received 42,218 cases in 1956. Does that mean 
that, these were all new people coming on the Federal payroll ? 

Mr. Macy. Two-thirds of those are from the Atomic Energy Com- 
mission. Many of those are employees of AEC contractors. I believe 
they are all employees of contractors, 

Mr. Tuomas, The workload jumped up to 50,500 in 1957 and backs 
down to 45,500 in 1958. 

Mr. Youne. Those figures are based on the agencies’ estimates. 
The AEC divides its workload between the Civil Service Commission 
and the FBI, and the proportion may vary. 

Mr. Tuomas. The personnel load which you are responsible for 
under this head is almost as big as your regular staff. You jump from 
1,114 in 1956, to 1,800 in 1957, and then down to 1,675 in 1958. 

Your cost per unit was $237 in 1956, $250 in 1957, and $265 in 1958, 

Mr. Youna. Of course, all those positions are paid from the reim- 
bursable funds. 


| 
| 
| 
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Mr, Tuomas. As far as the responsibility of the Commission, you 
have a tremendous responsibility that is really an extracurricular 
activity. That is what I am pointing out. You are not an investi- 
gative agency in the strict sense of the world. You are a personnel 
agency, and this ought to be back where it belongs, in the FBI. The 
Civil Service Commission should not do a job that perhaps it didn’t 
want, that it wasn’t set up to do, and ought not to be a part of its job. 
Is that a reasonably fair statement ? 

Mr. Youne. It is certainly not part of the personnel business, except 
insofar as it relates to having fit and suitable people on the Federal 
payroll. 

Mr. Tuomas. It is an ancillary job, at best. 

Mr. Youne. The trend the last year or two has been to centralize 
more and more of the investigative operations in the executive branch. 

Mr. Tuomas. You mean, in the Civil Service Commission ¢ 

Mr. Youne. Yes, in the Civil Service Commission, because we have a 
large investigative group. I think it is more efficient and more ef- 
fective myself to have one central point where you can maintain an 
adequate force of really good, trained investigators, such as we have, 
to do this job—— 

Mr. Tuomas. The agency of the Government that has been doing 
this job for a long time has been the FBI: That was the investigative 
agency. Up until recently that was true, wasn’t it? This is only a 
new activity. The Commission has only had this activity less than 
5 years ¢ 

Mr. Youna. It is about 5 years. 

Mr. Macy. On this extended basis, the Commission has maintained 
an investigative force for several years. 

Mr. Tromas. There is no question about it. That is purely with 
your own activities, postmasters, and so forth, people who are under 
the classified civil service. As has been pointed out, the 50,000 work- 
load units are contract employees outside the Civil Service Com- 
mission, doing work for private concerns, we will say, which is being 
paid for by Federal funds. 

Mr. Youne. That work gravitated to us because we do it so well 
and at such a low cost. 

Mr. Tuomas. You are not holding that cost down there. It is going 
up. It has gone up $15. 

Mr. Youne. Have you compared it with the FBI cost, Mr. 
Chairman ? 

Mr. Botanp. Wouldn’t this be a little different from the regular 
FBI investigation? It ought to be in this agency rather than the 
FBI. The things that the FBI would be interested in would be more 
of a criminal nature. You might get a better check on these non- 
criminal investigations. 

Mr. Youna. It relates to the personnel management program. 

Mr. Tuomas. The FBI makes the investigation for the Department 
of Justice, the appointment for the judges, for the employees, the 
clerks, and so forth. The Civil Service Commission doesn’t do that 
now: does it? 

Mr. Youne. No; we certainly do not. 

Mr. Wuu1aMs. Nor the Treasury, Agriculture, and a few others. 

Mr. Tuomas. There you are. It is purely administrative work. 
There is nothing criminal in it. The FBI has done it for a long, long 
time. 
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BASIS FOR INCREASE IN INVESTIGATIONS WORK > 


Mr. Vursex.,. “Character and fitness for employment” raises by 
$249,380, and that seems to be a considerable increase with things 
going on as well as they are. I am wondering if it,is the extra work- 
load or what might increase that figure that much, Mr. Chairman. 

Mr. Youna. It is due to backlogs in the national agency check due 
to our security and merit cases which are going to be carried over from 
1957, and our attempt to reduce the cycle on this national agency check 
from 9 weeks down to 8 weeks, 


BACKLOG OF INVESTIGATION WORK 


Mr. Tiriomas. How much of a backlog do you have right now? 

Mr. Youna. Right now? 

Mr. Tuomas. Yes. Aren’t you reasonably current in your investi- 
gations work? 

Mr. Macy. No, sir; we are not. 

Mr. Witirams. We have a supplemental request pending with the 
Bureau of the Budget amounting to $272,000. 

Mr. Tuomas. For investigations alone? 

Mr. Wits. Yes. 

Mr. Tuomas. How many jobs do you have filled, say, as of Decem- 
ber 1 of this year, January 15, or your latest period? What is your 
employment in that Bureau? 

Mr. Youne. You want the actual figure, not the average? 

Mr. Tuomas. The actual figure. 

Mr. WiuxtAMs. We don’t have it broken down just for investigations. 

Mr. Tuomas. You must have it. Take your time and find it. It is 
an important Bureau. 

Mr. Young. You see, what has happened on this investigations 
problem, as the result of the Cole v. Young case, the Civil Service Com- 
mission is now required to make more suitability and loyalty evalua- 
tions than it has in the last couple of years, before that case reinter- 
preted the application of the security program. 

Mr. Tuomas. Spell that out. Is that under veterans’ preference? 

Mr. Youne. No. 

Mr. Troomas. How does it affect veterans’ preference ? 

Mr. Youne. It doesn’t have any direct effect on veterans’ preference 
at all. That isa different problem. The Cole case, the Supreme Court 
decision in the Cole case last June said that the security program 
under Executive Order 10450 no longer applied to nonsensitive posi- 
tions, which are the bulk of positions in the Government. During 
the operation of the program prior to that decision, investigations 
were bene made under the security program on a reimbursable basis. 
Since that decision, the investigative load comes back on to the Com- 
mission to determine loyalty because 





Mr. Tuomas. Rather than the agencies? 

Mr. Youne. The cost of those investigations come out of the Com- 
mission’s appropriation. That is what we are confronted with now. 

Mr. Tuomas. What was the reasoning of the Court? Did it tend 
to weaken or strengthen the hand of the Commission in the filling of 
these jobs with more competent people, after a more thorough examina- 
tion of their fitness? 
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Mr. Youna. It didn’t either strengthen it o« weaken it, in my 
opinion. Prior to the decision, the conclusions were being arrived 
at under the security-program criteria, which on the basis of suit- 
ability and fitness characteristics were practically identical with the 
Commission’s yardstick or standards of measurement. So that now, 
really the difference is that, the Commission is determining loyalty 
on the same characteristics as the agency head was determining 
security prior to the decision. So there has been really no difference 
in the terms of the yardstick with respect to loyalty and fitness. There 
has been a difference as a result of the decision in terms of security. 

Mr. Tuomas. How did that affect it, then? Strengthen it or weaken 
it? 

Mr. Youne. On the security program, I think it weakened the se- 
curity program myself. That is my personal opinion. 


NUMBER OF POSITIONS FILLED 


Mr. Tuomas. Do you have that figure? 

Mr. Wintiams. Yes, sir; 644. We have 650 authorized. 

Mr. Youna. This investigative force is where we have difficulty in 
recruiting and in retaining people. We have very high standards for 
our investigative personnel and necessarily so, because it is a very 
serious type of operation. 


INSPECTIONS AND CLASSIFICATION AUDITS 


What about the inspection activity? That is the one that Mr. 
Young says is the eyes and ears of the Commission. We will put 
pages 44 through 50 in the record. 

(The material referred to is as follows :) 

COMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 3—Inspections and classification audits 





1956 actual | 1957 authorized 1958 estimate 
Functions | ie Cee 
Aver- | Aver- | Aver- 
age po- Cost } age po- Cost ge po- | Cost 
sitions sitions sitions | 
| 
| i Z | 
Conducting surveys 277 | $1, 878, 151 298 | $2, 003, 437 328 | $2, 226, 330 
Processing reconsiderations 17 | 105, 110 20 134, 163 17 | 114, 670 
Processing postal appeals. - - .- | 6 | 38, 960 | $ 20, 111 3 | 18, 000 
Total, activity 3 : | 300] 2,022, 221 322 | 2,157,711 348 | 2, 359, 000 
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PERSONAL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown in 
the following table: 

















1956 actual 1957 authorized 1958 estimate 
Aver- Aver- Aver- 
age po- Cost age po- Cost age po- Cost 
sitions sitions sitions 
x) a —| | 
Central office-.......--....--.--...--.-. | 99} $716,380 | 101 | $734,611 | 111 | $808, 800 
Des CtrO08 s. ... ooo enc ens ace ‘ 201 1, 305, 841 | 221 1, 423, 100 | 237 | 1, 550, 200 
iets Bee ht or J 
Total, activity 3.........-.-- . 300 2, 022, 221 322 2, 157, 711 | 348 L 2, 359, 000 


GENERAL STATEMENT 


In order to manage a personnel program of the size and complexity required 
by the Federal service, broad delegations of personnel authority have been made 
to departments and agencies by law and by the Commission. It is the Com- 
mission’s responsibility to see that actions taken under these delegations of 
authority are in compliance with laws, Executive orders, regulations, stand- 
ards, and instructions, and in accordance with sound management practices. 

In addition to requiring correction of individual violations and errors, the 
Commission makes suggestions and recommendations to the agencies for im- 
provement of their personnel programs. 

This activity also includes the classification of positions in the three highest 
grades provided in the Classification Act, and positions at similar salary levels 
provided by other legislation; the classification of hearing examiner positions; 
the classification on a preaudit basis of positions in a small number of agen- 
cies or where an agency requests such service; and the review of individual 
positions at the request of the incumbents of the position both in the classified 
service as well as in the postal service. 


NARRATIVE JUSTIFICATION 


Conducting surveys 


| 196. | 1987 | 
epto peony | |- 
Average pasties ~~ 277 | 208 
Com. 2 =... po deoae se | $1,878,151 | $2, 003, 437 
} 


1958 
328 
$2, 226, 330 


The inspection and classification audit program was established to carry out 
the Commission’s responsibility under expanded delegations of personnel au- 
thority to departments and agencies. A well-rounded program of decentraliza- 
tion involves (a) delegation of authority, (6) development of standards and 
guides, and (c) inspection and audit. The basic objective, underlying all others, is 
to see that merit system principles are understood and adhered to by depart- 
ments and agencies. The long-range objective in conducting inspections is the 
improvement of agency personnel management programs. 

The Commission’s inspection and audit responsibility is discharged through 
the conduct of on-the-site inspections of agency personnel management programs. 
The inspectors are the Commission’s princ ipal contact with Federal agencies, 
both in Washington and the field. The Commission depends upon this staff, 
not only to protect the merit system, but to carry out many of its constructive 
purposes, all aimed to help management do a better job. These inspections 
cover the following areas: 

(1) Review of actions taken by the agencies under delegated authority to 
determine whether they are in accordance with the Civil Service Act, the 
Veterans’ Preference Act, the Classification Act, the Civil Service Retire- 
ment Act, and other pertinent laws, and Executive orders, which form the 
basis for the Commission’s regulations. 
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(2) Evaluation and improvement of agency personnel programs developed 
within the personnel program guides published by the Commission. The 
review of the total personnel program aids the agency in determining whether 
the program is contributing effectively to the accomplishment of the total 
functions of the agency. This includes a review of provisions an agency 
has made for: 

Sound organization for personnel management, including proper dele- 
gations of authority. 

Formulating and issuing agency policy to all employees. 

Reviewing and evaluating its own personnel program. 

Getting new employees into production as soon as possible. 

Reviewing assignments frequently enough to see that employees are 
on the jobs for which they are best fitted. 

(3) Classification audit of a sufficient number of positions to determine 
that the classifications made by the agencies and departments under the 
delegated authority of the Classification Act of 1949 comply with published 
classification standards of the Commission. (In addition, the Commission 
must review and classify all positions proposed for grades GS-16, 17, and 18, 
and must also classify all hearing examiner positions. The Commission 
may also require prior approval of any positions subject to the Classification 
Act whenever it considers such a step necessary in any agency.) 

(4) Advisory service, both during and between inspections, assisting the 
agencies to develop and maintain more effective and efficient personnel 
practices and procedures. 

The determination of what to include in the inspection agenda at any given 
time is based on two principal factors: (1) The Commission’s responsibility 
under law and regulations, and (2) the Commission’s leadership role in Federal 
personnel management. 

Certain items are always inspected. These stem principally from the legal 
requirements and the recognition of sound personnel management practices. 
Inspectors determine if jobs are properly classified, if employees are qualified 
to hold the jobs they are in, if placements are made in conformity with the 
Veterans’ Preference Act, and if agency personnel procedures and programs are 
suitable and effective. 

If an inspection discloses misuse of delegated authority resulting in violations 
of laws and regulations the Commission requires the agency to take corrective 
action. Compliance with directives of the Commission is checked through 
followup inspections. Problem establishments are surveyed as often as condi- 
tions warrant. Further, suggestions are made to agencies to help them improve 
their overall personnel programs. 

From time to time the Commission emphasizes certain areas in its inspections, 
for example, when legislation is enacted creating new programs such as incentive 
awards, unemployment insurance, conversion to career status, and many others. 
Inspectors promote the installation of these new programs and inspect their 
early operation. Special inspections are conducted for other activities of the 
Commission, other agencies and for the Congress. These special surveys cover 
such areas as: Wage studies, supervisory selection techniques, agency activity 
in recruiting in shortage categories, study for House Subcommittee on Manpower 
Utilization and Departmental Management on Reorganization Activities Within 
the Executive Branch, grievance procedures, and evaluation of program leader- 
ship given by higher headquarters. 

In recent years the Federal Government has become more conscious of its 
responsibility as an employer. As a result the personnel management programs 
in agencies have been expanded to include the more modern concepts of personnel 
administration. It has naturally followed that the inspection and classification 
audit program has been broadened in scope to accord with these new concepts. 
Consequently, the total time of conducting surveys has increased in spite of 
efforts which have been taken to reduce the time required, while increasing 
the effectiveness of the program. Some of the steps taken to reduce inspection 
time are: (1) a revised sampling procedure which places less emphasis on 
the individual case approach and allows more time for broad program cover- 
age, (2) smaller percentage of desk audits in classification reviews, (3) revised 
report writing techniques designed to produce concise, effective reports, and (4) 
intensive training of inspectors to make them proficient in both classification 
and inspection surveys, thereby increasing staff utility. While these efforts 
have resulted in a more effective program, it has not been possible to meet the 
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objectives dictated by the more recent progressive development in the field of 
personnel management. 

One of the primary reasons for requesting additional funds for this function 
is the fact that the Commission is not adequately discharging its responsibil- 
ities under the Classification Act of 1949, as amended. Not ail of the inspections 
include a classification review because resources are too limited. Those that 
do include such review show that about 25 percent of the cases inspected require 
some kind of adjustment. This indicates that the agencies are not properly 
discharging their responsibilities under the Classification Act, and the Com- 
mission is not able, with its present resources, to intensify activity in this area. 

In order to accomplish the added responsibilities and coverage of the inspec- 
tion and classification audit function the Commission is requesting an increase 
of 30 positions and approximately $222,900 for fiscal year 1958. 

Mr. Tuomas. It is an increase of 26 positions; an increase in dollars 
of about $201,000. 

On personnal, the central office has 111 of these jobs, the field has 
237 of them, a total of 348 ? 

Mr. Youne. That is right. 

Mr. Tromas. How do you break down the activities between the 
field and the District here ? 

Mr. Younc. It isallone. We do not have a separate regional office 
in the metropolitan area of the District. We did have once, and we 
saved money by abolishing it. 

Mr. Tuomas. You mean, all this work is done in the field? 

Mr. Youne. No; for the departmental service in Washington it is 
done by the central office. 

Mr. 'THomas. I mean, for all practical purposes, then ? 

Mr. Youne. We formerly had a separate field office in Washington 
which we abolished. 

Mr. Tuomas. All work is done in the field except the District of 
Columbia, and that is done by the central office ? 

Mr. Youne. That is correct. 


FIELD OFFICES 


Mr. THomas. How many field offices do you have now ? 

Mr. Youne. 11. 

Mr. Tuomas. Where is that table setting out the location? 

Mr. Youne. It isin the back. It is the last chart in the book, if that 
is the one that you mean. 

Mr. THomas. Mr. Reporter, will you insert this chart in the record ? 
It is page 3 of 3, giving the regional offices and their location, and 
number of employees. 

(The page referred to is as follows:) 


U. 8. Civil Service Commission 








Region} , Location Number of | Region Location Number of 
employees employees 
| 
1_......| Boston, Mass sah | 78 s | Dallas, Tex 120 
2 | New York, N. Y | 155 9 St. Louis, Mo 122 
3____..| Philadelphia, Pa 147 | 10 Denver, Colo 87 
5_.....| Atlanta, Ga 165 | 11 Seattle, Wash 77 
6......| Cincinnati, Ohio---_.---- 104 | 12 San Francisco, Calif 197 
v2 Chicago, Ill 121 


ee 


| 
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Mr. Younae. About 90 percent of the Federal employees are still in 
the field and about 10 percent in Washington. 

Mr. Tuomas. There is a table showing that breakdown in person- 
nel. As well as I remember, it is more than 10 percent. It is already 
in the record. It is page 1. In the central office you have 1,668 em- 
ployees, and i in the field you have only 1,373; is that correct? So you 
have more in the central office than in the field rather than having 
90 percent. It gives you a total of 3,041. 

Mr. Youna. I think you misunderstood me. I said 90 percent of 
all Federal employees are in the field and 10 percent in Washington. 

Mr. Tuomas. I beg your pardon. You were not talking about your 
own. 

NUMBER OF FILLED POSITIONS 


Mr. Tuomas. What is your filled positions on January 1 in that 
activity ¢ 

Mr. Youna. Inspections and classification ? 

Mr. Tuomas. Yes, sir. 

Mr. WittiaMs. 318. 

Mr. Macy. That is against an authorized 322. 

Mr. Tuomas. How many did you have filled ¢ 

Mr. WituraMs. 318, sir. 

Mr. Youne. What we are attempting to do there is to increase the 
number of inspections from our 1,260 inspections oo major field units 
and departmental units that we are making this year, to 1,545 in 1958, 
and at the same time reduce the cycle from rabout 30 sdontin to around 
2 years. 

ADMINISTRATION OF THE RETIREMENT SYSTEMS 


Mr. Tuomas. Let’s take a look at the retirement activity. We will 
put' tlie fable on page 53 m the record. 
(The material referred to is as follows :) 


COMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 4, administration of the retirement systems 


1956 actual | 1957 authorized | 1958 estimate 


Functions 
| Aver- | | Aver- | Aver- 
age po- Cost age po- ost age po- Cost 
sitions sitions | sitions | 


Processing annuity and death claims } 5 | $407, 31% $468, 000 94 $511, 100 
Processing refund claims 2 , 752 | 2 28, 200 29 | 127, 800 
Processing service credit claims ‘ 32, O2¢ 57, 100 | 3 | 64, 900 
Maintaining control accounts. - . ‘ 26 | 26 23, 800 26 124, 400 
Maintaining the annuity roll ‘ 532 | ‘ 203 3: 137, 200 
Maintaining file of retirement record cards 28 | 55 3: 22, : 32 | 123, 000 
Answering inquiries 31 | 160, 80! 33 | 2, : 3 172, 000 
Making actuarial studies, ete. _- 55, 037 57, 27 59,900 
Handing mail and files services q 23, 96 36 35, 36 | 136, 400 
Total, activity 4 Sake 53 268 | 1, 286,¢ | x , 388, 27: 305 | 1,456,700 


Mr. Tuomas. 297 jobs against 305 for 1958, at a cost of $1,456,700. 
What about your workload here ? 
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WORKLOAD DATA 


We will put in the table on page 54, relating to workload. 
(The material referred to is as follows :) 


Workloads and unit costs 











| 1956 actual _ rwicactat | reraniionnes | 1957 authorized 1958 estimate 
Work items ae Aap er lace 4 a 
Proc- Cost per Proc- Cost per Proc- | Cost per 

essed unit | essed unit essed | unit 
Processing annuity and death claims_-.- 64, 909 $6. 28 4 74, 556 $6. 28 | 81, 380 $6. 28 
Processing refund claims._-......------ -..-| 182,614 .639 | 200, 727 . 639 | 200, 000 . 639 
Processing service credit claims. -....-..--. 24, 840 2.50 | 26,867 2.50 | 25, 984 2. 50 
Maintaining the annuity roll _----- -| 314, 979 . 399 347. 230 . 329 | 383, 290 . 358 


Answering inquiries. _.-........-.--------| 192, 332 . 836 | 206, 180 .836 | 205, 740 . 836 
| | 








Mr. Tuomas. “Processing annuity and death claims,” 64,909 proc- 
essed in 1956, which rose to 74,556 in 1957 and to 81,380 in 1958, esti- 
mated. Cost, $6.28. What is the length of time required to process 
one of those death claims and get the check in the mail ¢ 

Mr. Irons. We attempt to do it within 20 working days at the 
outside. 

Mr. Tuomas. What about your refund claims, 182,614, at a cost of 
64 cents in 1956, 200,727 in 1957, and estimated 200,000 in 19582 How 
do those cases arise? What is the n: iture of them?! 

Mr. Youna. And with no increase in unit cost, Mr. Chairman. 

Mr. Tuomas. I was afraid you would catch that. I didn’t want 
to mention it. I want to know how you get that same figure for the 
3 years. You couldn’t vary that from 0.6: 39 to make it 0.638 in 3 years ? 
That really does take good management. 

I think you have ‘something, Mr. Irons. What is the nature of 
this? Why this big figure ? 

Mr. Irons. The refunds are caused by people who leave the Federal 
service, resign or quit and ask for a refund. 

Mr. Tuomas. How long do you have to be in the system before you 
can’t get the money out ? 

Mr. Irons. Nowadays they can get their money out any time until 
they are eligible for a retirement annuity. 

Mr. Tuomas. Prior to this last year, after five 

Mr. Irons. Before 20 years. They could not take it out after 
20 years. 

Mr. Tuomas. They can take it out at any time now. Can they put 
it back any time? 

Mr. Irons. They can put it back any time, providing that they are 
back in the Federal service. 

Mr. Tuomas. We assume that. Upon payment of what rate of 
interest ? 

Mr. Irons. Upon payment at the present time of 3 percent com- 
pound interest for all periods since December 31, 1947, and 4 percent 
compound interest prior to then. 

Mr. Jonas. Is there a provision in the law which permits a Federal 
employee to voluntarily pay in additional money and | increase annuity 
benefits ? 

Mr. Tuomas. Yes. 
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Mr. Jonas. Does that apply throughout the service. Any person 
in civil service can do that? 

Mr. Young. I believe that is correct. 

Mr. Irons. Anyone subject to the Retirement Act. 


GENERAL STATEMENT ON ADMINISTRATION OF RETIREMENT SYSTEMS 


Mr. THomas. Will you put pages 55 and 56 in the record ¢ 
(The material referred to is as follows :) 


AcTiIviry 4. ADMINISTRATION OF THE RETIREMENT SYSTEMS 
GENERAL STATEMENT 


The administration of the Civil Service Retirement Act, the Panama Canal 
Construction Annuity Act, and the Lighthouse Service Widows’ Benefit Act are 
provided for in this activity. 

The work performed in administering the Civil Service Retirement Act con- 
sists largely of (1) adjudicating annuity and death claims, (2) making refunds 
to former employees of amounts to their credit in the fund, (3) determining 
creditable service for retirement purposes, (4) maintaining all necessary account- 
ing and control records to properly administer the fiseal activities of the funds 
(including receipts from employees and Government contributions, payments 
to annuitants, survivors, and other claimants, and maintaining individual retire- 
ment record accounts), (5) making actuarial studies, and (6) answering in- 
quiries relative to these matters. 

The administration of the Panama Canal Construction Annuity Act and the 
Lighthouse Service Widows’ Benefit Act requires the Commission to adjudicate 
and pay claims to persons entitled to benefits under these acts. 

Requirements for fiscal year 1958 are based on (1) experience and trends 
during fiscal year 1956, and (2) increased workloads resulting from Public Law 
854, 84th Congress, 2d session. approved July 31, 1956, which liberalizes the 
benefits under the Civil Service Retirement Act. 

The estimated increase in receipts represents the best judgment of the Com- 
mission’s staff. 


NARRATIVE JUSTIFICATION 


Processing annuity and death claims 


1956 | 1957 | 1958 
eS Si elcid ee NO SSS Ea _ 
Average positions............. aguas seca iat 75 8s | 94 
Cb arsh 5k SA kts eit. a Ui livin | $407, 313 $468, 000 $511. 100 
Claims processed -......-.........--- Fde ated 5 ass se Seas 64, 909 | 74, 556 | 81, 380 
ak aE hla ta teal is Rein Rie aeaeeciarie siete --| $6. 28 | $6, 28 $6. 28 


| 
' ' 


An annuity claim is an application filed by a present or former employee for 
an adjudication and determination of his rights to (1) annuity benefits for 
retirement pursuant to the Civil Service Retirement Act, or (2) gratuity bene- 
fits under the Panama Canal Construction Annuity Act. 

A death claim is an application filed by a beneficiary, a legal representative, or 
next of kin of a deceased Federal employee, or by the survivor of a deceased 
employee or annuitant for (1) the accrued annuity, (2) the unexpended balance, 
(3) the accumulated deductions in the retirement fund, (4) a survivor annuity, 
or (5) benefits under the Lighthouse Service Widows’ Act. 

Receipts of annuity and death claims were 68,486 in fiscal year 1956. This 
was an increase of 16.4 percent over receipts of 58,827 for fiscal year 1955. For 
the 5 most recent fiscal years, the yearly increase in receipts has average approx- 
imately 10 percent. It is anticipated that Public Law 854, 84th Congress, will 
encourage employees already eligible for optional retirement to submit applica- 
tions because of the more liberal method of computing annuities. 3ased on the 
normal yearly increase of 10 percent in receipts, plus an increase resulting from 
the liberalized Retirement Act, receipts for the fiscal year 1958 are expected to 
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exceed experience for fiscal year 1956 by almost 20 percent. In fiscal year 1957, 
because of the delay in filing applications for retirement until the effective date 
of the new law, the increased rate of receipts applies to only a part of the year 
and the results in a somewhat smaller receipt workload than in 1958 

Mr. Tuomas. How many employees do you have now, Mr. Irons? 

Mr. Irons. 289 in the Retirement Division. 

Mr. THomas. You wouldn’t want to reduce that a little bit? 

Mr. Irons. No, sir; in fact, I think we are a little bit too modest in 
the amount we are asking for in 1958. 

Mr. Tuomas. You have 297 appropriated positions. You might 
fill those eight jobs. 

Mr. Irons. We are using the money on overtime. 

Mr. Tuomas. I thought I heard you the first time. 

Mr. Youna. That is an area in which we have little control over 
the workload. 


AGENCY CONTRIBUTIONS TO THE RETIREMENT FUND 


Mr. Tuomas. Do you want to talk about Mr. Young’s retirement 
fund? I guess we might as well combine that. He has a nice fund 
here. A lot of these agencies have contributed to him. It is page 137. 

Mr. Reporter, let’s put that in the record. This program 1s also 
under the jurisdiction of the very distinguished and able and patriotic 
citizen here, Warren Irons. Insert pages 137, 137a, 137b, which 
shows that the liberalized-benefit provision became effective October 1 
1956. That is Public Law 854 dealing with retirement. 

(The material referred to is as follows:) 


Payment to civil service retirement and disability fund : 


Amram ee DIO iit ee biden ink ikl oie stil icin cichmiiemi tenn mins $233, 000, 000 
a lar oa asc ecttmemsah bona cipipindigmabioneoeineiennacts 525, 000, 000 
UN Na emi itos 0 
Changes, 1958 compared with 1957________-___ cect iclsitaiitapiaiislb . 525, 000, 000 


GENERAL STATEMENT 


Public Law 854 84th Congress (70 Stat. 736), July 31, 1956, completely amends 
the Civil Service Retirement Act. The liberalized benefit provisions became ef- 
fective October 1, 1956. Commencing with the first pay period which began on 
or after that date, the employee deduction rate was increased from 6 percent 
to 6% percent of basic salary. From and after the first pay period which begins 
after. June 30, 1957, employing agencies are required to contribute to the fund, 
from their appropriations, amounts equal to the sums withheld from the salaries 
of their employees. 

For 1957 and prior years the appropriation under this heading was the means 
of making the Government’s payment to the retirement fund. As indicated 
above, legislation enacted in the last session of the 84th Congress requires that 
agencies pay to the fund an amount equal to deductions from employees’ salaries, 
beginning in July 1957. It is estimated that such contributions during the fiscal 
year 1958 will amount to $559,313,000. Since the total of these payments is es- 
timated to be greater than amounts heretofore provided through this appropria- 
tion ($525 million in 1957), no additional appropriation for government-wide 
payment is requested for fiscal year 1958. 

Computation tables follow : 


COMPUTATION OF NORMAL COST 


The Commission’s 1957 appropriation request explained the basis for a cov- 
erage estimate of 2 million employees at an average annual salary of $4,476. 
In the absence of a current census of retirement coverage and salaries, and in 
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the absence of material changes in these items by legislation or by other means, 
the same figures are used in this estimate. 

The Commission estimates that the total normal cost of the amended act is 
13.50 percent of payroll. With employees paying 6.50 percent, this leaves a 
Government normal cost of 7.00 percent, compared with 4.92 percent prior to 
Public Law 854. 

The table which follows shows the factors considered in estimating the normal 


cost: 


1. Average number of covered employees___________ eee eee 2, 000, 000 
2. Average annual basic salary_______-_-__-__ belt, $4, 476 
3. Estimated total salaries of covered employees. __Syeeih gees) ae ae _ $8, 952, 000, 000 
4, Government’s normal cost (7 percent of payroll, fiscal year 

cod eae RN ea eae ee a aa de i eal $626, 640, 000 


COMPUTATION OF INTEREST ON THE DEFICIENCY 


The Commission’s 1957 appropriation request showed the details of the de- 
ficiency estimate of $13,434,777,000 at July 1, 1955. Enactment of Public Law 
854 materially increased the deficiency existing on its effective date by an esti- 
mated $3,565,223 ,000. 

The following schedule shows the factors used in estimating interest on the 
deficiency for the fiscal year 1957, due at the beginning of 1958: 


Ay Wehehatias at TUR 45 BOG Biche eens ea amin $13, 434, 777, 000 
2. interest for J266 AS)3 DOTCON Gc coe eee eae 403, 043, 000 
8. Deficiency at June 30, 1956_._____----__---____ _.... 13, 837, 820, 000 


4. Add amount required to meet Government’s normal cost in 
1957 (4.92 percent of estimated annual payroll of $8,952,- 


000,000 for 3 months, plus 7.00 percent for 9 months) __-- 580, 090, 000 
5. Less appropriation for the fiscal year 1957_-._------___---~ 525, 000, 000 
6. Less reimbursements to the fund in 1957_____-__---_---_~~ 4, 045, 000 
q, Deiicieney at July 1, 100Gsscc0 sie cce se ce 13, 888, 865, 000 
8. Add increase in deficiency due to enactment of Public Law 

BE | csboct ih tnantasetbipebeninigus ib acheibicd gia a bgbinecebescnigbinte tees aitl 3, 565, 223, 000 
9 Dencrency ab’ Oct. ‘1, 2e0Gl i ee eee 17, 454, 088, 000 


10. Interest at 3 percent for 3 months on deficiency at July 1, 


SDS, (crest mnt wale tect anal Apreeiennagecriacems tage tases gi os becca a ieee 104, 166, 000 
11. Interest at 3 percent for 9 months on deficiency. at Oct. 1, 

ROD cnccnmothasitancintlte tareccoaneymeicntenticbentatenes witetnisa eed tape aaa a 392, 717, 000 
12. OGRE DORE ONG BOG BOO cscice en = eaeieeeaemel 496, 883, 000 


SUMMARY OF COMPUTATION 





ae a I Oo cedeatemererncann padienieapeeures 626, 640, 000 
2. Interest on deficiency___~- See nee hee teeter a 496, 883, 000 
3. a RPI, UI PRIN, CONE ce reece we 4, 1: 23, 523, 000 
4.-Less estimated contributions by agencies in 195 er as os 559, 313,000 
5. Government cost not met by agencies’ contributions_______-_ 564, 210. 000 


Mr. Tuomas (reading) : 

Commencing with the first pay period which began on or after that date. 
the employee deduction rate was increased from 6 percent to 6.5 percent of 
basic salary. 

The payment to the civil service retirement fund in 1956 was $23: 
million by the Federal Government. During that time the employees’ 
contribution was deducted from their paychecks. Last year $525 
million was appropriated to that fund. This year, by virtue of the 
agencies themselves making an appropriation equal to the employees 


~~ 
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contributions, $559,313,000 will be contributed to the fund, plus this 
$20 million here for administrative costs; is that right, Mr. Lrons? 

Mr. Irons. What was that last one / 

Mr. Tuomas. $2.5 million, then. Certainly it is worthy to repeat 
some of these tables and some of these figures. This table is computed 
on the basis of 2 million employees under the retirement fund. Mr. 
Young says it is 2,035,000 and the justification says 2,238,000. We 
ean just take our choice of figures. 2 million is a nice round figure. 

Mr. Young. I don’t think there is any conflict. 

Mr. Tuomas. There is one of at least 35,000 ‘as a minimum. The 
Commission’s 1957 appropriation request showed the details of the 
deficiency estimated at $13,434,777,000 at July 1, 1955. Enactment 
of Public Law 854 materially increased the deficienc y existing on its 
effective date by an estimated $3,565,223,000. So, the defici lency as 
of October 1, 1956, was $17,454,088,000. That one law created a de- 
ficiency of $314 billion. Think about it. 

The Federal employees are paying their 6.5 percent, and the Gov- 
ernment for the first time is collecting 6.5 percent from the agencies, 
but even this year the Government’s share is short $564,210,000. The 
Civil Service Commission asked the Bureau of the Budget for $541 
million and the Bureau of the Budget denied it. I ask, where is our 
Government fiscal responsibility ¢ 


COMMITTEE INVESTIGATIVE REPORT ON FUNDING REQUIREMENTS OF THE 
CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


We wanted to check this distinguished Commission here and the 
very able and distinguished Mr. Warren Irons’ figures on this re- 
tirement fund, so we went out and got another distinguished man by 
the name of John B. St. John, consulting actuary of Pennsylvania. 
Mr. St. John submitted a very ably complied brochure of the status 
of the civil service retirement fund. Mr. Reporter, I would like to 
have all of this material inserted in the record at this time. 

(The material referred to is as follows :) 

PENLLYN, Pa., January 7, 1957. 
COMMITTEE ON APPROPRIATIONS, 
House of Representatives, 
Washington, D.C. 

GENTLEMEN : In accordance with a contract entered into on September 1, 1956, 
I have the honor to submit herewith a report of my review of the cost calculations 
of the Civil Service Commission relating to the civil service retirement system. 

My review has been confined to those aspects of the cost calculations which 
seemed to me to be most important to the direct consideration of the amount of 
Government appropriation to the fund for the fiscal year ending June 30, 1958. 

Respectfully submitted. 
JOHN B. St. JoHN, F. 8S. A., 
Consulting Actuary. 
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REVIEW OF CIVIL SERVICE RETIREMENT SYSTEM 
TABLE OF CONTENTS 


Purpose and approach. 

Available statements : 
Income and disbursement statements. 
Balance sheet statements. 
Profits and loss statements. 

Plan of funding. 

Interest rate assumption. 

Current salary level. 

Salary increase factors. 

New data for active employees. 

Tables: 
1. Income and disbursements. 

. Balance sheets. 

. Profit and. loss analysis. 

. Normal costs and interest on unfunded liabilities. 

. Arithmetic mean salaries of Federal employees. 


Costs FOR THE FiscAL YEAR ENDING JUNE 30, 1958 
PURPOSE AND APPROACH 


The purpose of this study is to provide a general review of the costs of the 
civil service retirement system as prepared by the Civil Service Commission for 
the use of the Committee on Appropriations as a basis for the Government 
appropriation to the funds of the system for the fiscal year ending June 30, 1958. 

Costs of a retirement system are estimates of future requirements for benefit 
payments adjusted to a systematic program of contributions to the funds of the 
system. Future benefit payment requirements extend over the future life time 
of all present members and therefore require estimates over a long period of 
years, as much as 75 years. The estimates include, for example, the value of 
possible payments at age 95 to an employee now aged 20. These estimates are 
based on assumptions as to interest, mortality, disability, and family status, 
and for such a long period, necessarily supply only approximations to actual 
future requirements however carefully as the assumptions may be chosen. 

The actuarial calculations may be fully recognized as approximations in the 
accounting sense that they do not measure precisely exact dollar amounts of 
costs and liabilities. It should not be inferred, however, that such cost and 
liability estimates do not reasonably represent the financial facts relating to a 
retirement system within a degree of accuracy sufficient for all practical pur- 
poses. Furthermore, given the requisite information as to the membership in 
the system, the degree of accuracy in the calculated liabilities may be measured, 
departures from precise results may be determined and appropriate adjustments 
in costs and liabilities may be made periodically. 

In view of the approximate nature of the resulting costs and reasonable vari- 
ations in methods that might be used, this review did not include a systematic 
check of the arithmetical steps used to arrive at the final cost figures. On the 
other hand, an independent estimate was made of the overall results which 
would have revealed any error of major significance in the arithmetic. 

A review was made of the general methods and most important assumptions 
used. This report deals only with the points of major significance in the methods 
and assumptions with the following resulting conclusions: 

1. The proposed “normal cost and interest” method of determining appropria- 
tions is not adequately defined. Comment and illustrations are presented on 
this problem. 

2. Two of the most important assumptions, the interest rate and the current 
level of members earnings are subject to question and comment is made on each 
of these assumptions. 

3. The methods used are standard and orthodox and in general the results 
are as might reasonably be expected under the circumstances. Comment is made 
on the salary scale used in the light of historical and current facts. These com- 
ments are not intended to be critical but to raise question as to whether accepted 
actuarial practice produces reasonable results in the present economic situation. 

4. The data available for making cost and liability calculations is so unsatisfac- 
tory as to suggest the probability of significant errors in the results, furthermore, 
for active employees no satisfactory data is available for testing either the results 
as a whole or with respect to specific assumptions used. Brief comment is made 
on the problem of securing adequate data. 


88278—57—pt. 1- 
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AVAILABLE STATEMENTS 


The operations of the civil service retirement system, like the operations of any 
other business or financial enterprise, are susceptible of analysis and measure- 
ment in the form of three kinds of financial statements, an income and disburse- 
ment statement, a balance sheet and a profit and loss statement. The historical 
progress can be followed over a period of years by a series of such statements. 


Income and disbursement statements 


The civil service retirement system has an accurate historical series of income 
and disbursement statements over its lifetime. These statements are published 
annually in the retirement report of the Civil Service Commission. They cover 
a period from 1921 to date, by fiscal years. These statements are prepared from 
accounting records and account exactly for every dollar of receipts or disburse- 
ments from the fund. The receipts consist of contributions made by the em- 
ployees covered, Government appropriations and interest on investments. Dis- 
bursements are annuity payments made to retired employees, annuity payments 
to survivors and lump sum refunds and death benefits. 

The income and disbursements statement for the fiscal years 1953 to 1956 in- 
clusive are reproduced in abbreviated form in table 1. To these statements 
have been added an estimate or projected extension for the fiscal years 1957 and 
1958. 

Civit Service RETIREMENT FuND 


TABLE 1.—IJncome and disbursements for the fiscal years ending June 30, 1953, to 
June 30, 1958, inclusive 


{In millions of dollars] 


For the fiscal years ending Estimated for | Totals from 
June 30 the fiscal years inception 
Ui ciaatpiahdictchionninnioah to June 
| | 30, 1956 
1953 | 1954 | 1955 1956 1957 | 1958 | 
| 
Fund at June 30 of previous year_----- | $5,037 | $5,636 | $5,913 | $6,193 | $6, 709 $7, 492 | 0 
Income: | | | 
Emp loyee contributions. __.....-.---- 420 420 | 440 | 571 | 604 | 624 | $5, 561 
Ageacy contributions ' 0 0 0 | 0 0 | 624 0 
Government appropriations. - | 325 35 34 | 237 | 525 627 3, 634 
Total contributions _ | 745 | 460 474 | 808 | 1,129 1,875 | 9, 195 
Investment income 215 | 226, 234 212 | 217 | 254 | 2, 158 
Total income. ----- PF: 960 686 708 1,020 | 1,346 2, 129 | 11, 353 
Disbursements: | 
Payments to retired employees 247 282 310 366 414 | 159 3,070 
Payments to survivors 23 29 35 | 44 53 63 167 
Payments of refunds and death bene- | | 
a wad g 91 98 8&3 04 | 96 | 98 | 1, 428 
Total disbursements. - - ---- 361 409 428 | 504 | 563 | 620 | 4, 665 
Increase in fund se eeacedé 599 277 280 | 516 | 783 | 1, 509 | 6, 688 
Transfers and adjustments... | 21 
Fund at June 30 of year - 5, 636 5, 913 6, 193 6, 709 7, 492 9, 001 6, 709 
SOURCE OF FUNDS 
Accumulated contributions of employees 
not yet retired 3, 228 3, 543 3,897 | 4,357 | 4,850 5, 361 | 4, 357 
Government appropriation and contri- | | 
butions of retired employees 2, 408 2, 370 2, 296 2, 352 2, 642 3, 640 3, 353 
Total 5, 636 5, 913 6, 193 6,709 | 7,492 9, 001 6, 709 


Note.—W hile the amounts shown in this table are summarized in millions of dollars the summary through 
June 30, 1956, is of actual fund accounts which show exactly all income and disbursements of the fund. 


The income of this fund is clearly accounted for according to whether it 
comes from the employees or from Government appropriations. Payments from 
the fund are not separated according to whether payment is made from em- 
ployee money or Government appropriation money. Once the money is received 


. 
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by the fund it becomes a part of one total fund. As a matter of interest, how- 
ever, accounts are available showing substantially the source of the money 
remaining in the fund at any time. The accumulated contributions of employ- 
ees not retired show employee contributions accumulate at interest, reduced by 
payments of all lump sum refunds and death benefits and the accumulated con- 
tributions of all employees who are retired. These accumulated contributions 
are shown in table 1 and the balance of the fund at any time must come from 
Government appropriations with interest thereon. 

The totals to June 30, 1956, in table 1 shows that employees have contributed 
$5,561 million, Government appropriations have been $3,634 million and interest, 
$2,158 million. Of the total income of $11,353 million received by the fund, 
$4,665 million has been paid out in benefits and refunds, leaving a balance at 
June 30, 1956, of $6,709 million. Of the present balance about two-thirds, $4,357 
million, arose from the contributions of employees, active and separated who have 
not vet retired. For practical purposes, the accumulated employees’ contribu- 
tions represent all of the employees’ contributions which have not been returned 
to the employees or their beneficiaries. 


Balance sheet statements 


A balance sheet statement showid show the assets of the enterprise and its 
obligations or liabilities. In a retirement system the assets usually constitute 
a fund, a small part of which is held in cash and the balance kept in invest- 
ments which produce interest or investment income. The obligations or liabili- 
ties of a retirement system are the known or estimated values of its promises to 
pay future benefits to members and their beneficiaries. 

A common practice in preparing a retirement system balance sheet is to 
include in both the assets and the liabilities the value of estimated future con- 
tributions to the system by both employees and the employer. The liabilities are 
determined as the value at the date of the statement of the prospective total 
annuity payable to each employee upon retirement using appropriate assump- 
tions as to mortality, continuance in service, retirement, disability and any 
other factors. Since the employees’ contributions are usually fixed by the plan, 
the value of their future contributions may be similarly calculated and included 
as an asset. The value of the employer's share of the normal annual cost may 
also be determined and included in‘ the assets. The excess of liabilities over 
the assets in such a statement is the deficit or unfunded cost which presumably 
will, at some time, have to be made up by additional payments to the fund. 

The balance sheet statements shown in table 2 are prepared in a different but 
perhaps equally common form. The only assets shown are those of the fund. 
The obligations or liabilities are determined as the value of the prospective 
benefits less the value of future normal costs, which represents a proportionate 
part of the total cost for each employee relating to his accumulated past service 
at the date of the statement. Thus the values of future contributions are left 
out of the assets and the corresponding proportionate costs for benefits depend- 
ent on future service are omitted from the liabilities. The net result does not 
change the amount of any unfunded liabilities since the same amount is sub- 
tracted from both assets and liabilities. The liabilities are perhaps more real- 
istic in that they represent the accrued proportionate part of the cost of each 
employee's benefit as of the date of the statement. 
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TaBLe 2.—Balance sheets as at June 30, 1953 to 1958 inclusive 


[In millions of dollars] 


























Exact funds with liabilities estimated Estimated funds 
after 1953 | and liabilities 
1953 1954 1955 1956 | 1957 1958 
ASSETS 
Funds. -. ‘J gerabbibpu $5, 636 $5, 913 $6,193 |.......- $7, 492 $9, 002 
LIABILITIES ear nr apo ray poe 
Annuitants: 
Retired entieyen.. aati 2, 413 2, 970 3, 573 $3, 962 4, 320 4, 760 
Survivors 2 ph 292 393 513 589 696 | 806. 
Total annuitants. aba 2, 705 3, 363 4, 086 4, 551 5, 016 5, 566 
Active employees --.-_.---- 12, 230 12, 467 13, 367 15, 216 19, 553 21, 801 
Other liabilities aie 613 666 7il 780 860 940 
Total liabilities... ...............- 15, 548 16, 496 18, 164 20, 547 25, 429 28, 307 
Less funds.._...-.- alin Sicnihient kniaen 5, 636 5, 913 6, 193 6, 709 | 7, 492 9, 001 
Unfunded liabilities. ___. | 9, 912 | “10, 583 te 11,971 “17, 937 | 19, 306 
' 


Other liabilities, includes annuity payments prrereny and Tr voluntary deposits and liabilities for 
separated employees. 


In this form the balance sheet shows as assets, the fund, which is accounted 
for fully and exactly through the accumulation of income in excess of disburse- 
ments in past years as shown by the income and disbursement statements. 
The liabilities, however, are actuarially calculated values of benefit payments 
expected to be made in the future, and hence, are necessarily approximations 
rather than exact figures. The balance of liabilities not covered by assets 
is similarly an appropriate figure. It represents the additional amount which 
should be in the fund in order to make the statement balance. If this amount 
were in the fund it would be invested and earn interest income for the fund. 
The fund would then be sufficient to meet all future benefit payment obligations 
assuming that the future income of the fund is only the normal cost and the 
interest earnings. 

The liabilities of the fund, or the values of future benefits, while necessarily 
approximate in nature may have a high degree of accuracy or may have a large 
degree of possible inaccuracy. The degree of accuracy depends on the nature 
of the benefits and the accuracy of the data available for making the actuarial 
ealculations. The value of annuities to retired employees will be highly ac- 
curate because the value depends only on the assumption of interest and mor- 
tality and the data used is an exact accounting record of the persons receiving 
such annuity payments. The liability for active employees on the other hand 
may have a large degree of possible error because its calculation depends on 
assumptions in addition to interest and mortality, which are less predictable 
such as retirement, disability, and turnover. It may also be less accurate be- 
“ause the data or census of employees, is not accurate. 

The balance sheet statements in table 2 for the fiscal vears ending June 30, 
1953 to 1957, inclusive, are based on the calculations of the Committee on Re- 
tirement Policy from the census data of 1953. The estimates of the progress 
since 1953 have been made by the Civil Services Commission. The estimate for 
1958 includes an appropriate adjustment to current salary levels as suggested 
in this report. 

As will be shown below the liabilities for annuitants are highly accurate. 
They will represent by June 30, 1957, about 20 percent of the total liabilities. 
The remaining liabilities, representing about 80 percent of the total, are for 
active employees and separated employees with an interest in the fund. For 
this major portion of the liabilities, an amount has been determined of about 
$20 billion by the use of rough methods which have not been tested against 
current facts since 1953. About all that can be said with reasonable certainty 
is that the true liability amount is probably between $15 billion ad $25 billion 
or possibly more. 
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Table 2 shows an increase in unfunded liabilities between 1953 and 1957 from 
$9,900 million to $17,900 million or $8 billion, which is accounted for as follows: 


Millions 


Normal costs for 4 years $1, 77 
Less appropriations 


Normal costs not funded 
Interest accruals not funded : 1, 557 


Benefit increases : 
Public Law 747 
Increased coverage 
Pay increases 
Public Law 369____--_- a ee ee ee es ee ee 
1956 act 


Total increase____- 7, 982 


There can be little doubt as to the general magnitude or validity of these in- 
«creases in liabilities, except the probability that the estimated effect of pay in- 
«creases is probably understated. Offsetting these increases in liabilities there 
may have been other changes in the composition of the group of employees which 
might have had the result of reducing liabilities. It is highly improbable that 
any such reductions would be large. 


Profit and loss statements 


A profit and loss statement for a retirement system should show for each 
year of operation a comparison of the actual experience as to interest earnings, 
mortality, disability, turnover, or any other pertinent factors with the as- 
sumed experience as used in the actuarial assumptions. No such analysis of 
the operations of the civil-service retirement system can be made because of 
the absence of current census data and information as to the changes in the 
group of employees covered by the system. 

An analysis can be made for retired employees receiving annuities, because 
accurate data is available for this group. Such an analysis is shown in table 3. 
The results show an overestimate of the expected terminations in 1 year and 
hence a shortage in the reserves required for retired employees. This shortage 
is not important relatively since it amounted to only 6 percent of the total termi- 
nations expected in 1 year. On the other hand it does add $9 million to the 
ealculated costs for retired employees just for 1 year. This result for 1 year 
would not in itself be conclusive evidence that the assumptions used should 
be changed to produce larger liabilities, but, supported as it is by similar results 
for previous years, there is clear evidence that the liabilities for employee annui- 
tants are not high enough. 

A similar analysis of experience for the active employee liabilities would be 
essential if it becomes necessary to know that those liabilities are accurate 
within a margin of $1 or $2 billion. 
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Prorrr ANp Loss ANALYSIS 


TaBie 3.—For the fiscal year endingFeene 30, 1956, for retired"employee annuities 
only 


| | 
Values 
Number of | Monthly atleast Diaciatcn Sae 
|annuitants| annuities 
| Funds Obligations 
available to be met 


Thousands | Millions Millions 
1, Annuitants on roll, June 30, 1955 226, 180 $26, 733 ‘on 
2. Increases, Public Law 369 : 2, 881 
3. Total.. ae ‘ | 226,180 + $29,614 | 
4. Reserve at June 30, 1955 i | $3, 164 
5. Reserve required at June 30, 1956, assuming no | 
terminations $3, 052 
6. New retirements during year ‘ | 33, 090 4, 740 k 
7. Value at retirement 608 
8. Reserve required at June 30, 1956 602 
9. Annuity payments for the year 374 
10. Interest on funds available, 3 percent of (4) plus 1.5 
percent of (7) —(9) aka | YR 
11. Annuity reserve terminations expected (to balance). | 158 ; ~ 
| ‘ . on 
12. Total | 4, 028 4, 028 
13. Actual terminations. -_-.........---- 12, 908 1, 657 149 
14. Annuitants on rolls June 30, 1956: (3)+(6)— 
(13) . 246, 362 32, 697 
15. Reserve at June 30, 1956: (5)+-(8) —(13) and as | 
obtained by new calculation _- . . 3, 505 
Expected terminations, line 11 Se $158 
Actual terminations, line 13 7 149 
Net shortage in reserve at June 30, 1955, for the fiseal vear 1956 y 
Percentage of expected ; 6 


Plan of funding 


The conference report on H. R. 7619 (H. Rept. No. 2935) describes the method 
of determining the Government contributions to the civil service retirement fund 
as the “normal cost plus interest basis,” but this description leaves some doubt 
with respect to the intent of this method. There is an implication that this 
method will leave the amount of unfunded liabilities or past service cost un- 
changed and that the deficiency will not increase in future years (report, pp. 33 
and 34). If such was the intent, then the description of the amount of appro- 
priation required is incomplete. There must be added to the normal cost and 
interest the amount of any difference between the expected liabilities at the end 
of each year as determined by assumptions used in the cost calculations and the 
liabilities as determined by a new valuation based on up-to-date data. If the 
assumptions used are close to the actual experience this difference will be small. 
If the assumptions prove to be representative of actual experience, then the 
difference may be a substantial part of the amount required to keep the unfunded 
liabilities from changing. 

The effect is illustrated in table 4, where the amounts are computed for the 
fiscal year 1958 on two different aggregate amounts of annual salary for active 
employees under the system, all other factors being the same in both computa- 
tions. In that table the revised estimates show the effect of a difference of 
7 percent in the amount of total salaries for all members. The normal costs 
increase in proporation to the increase in salaries. The past service costs for 
active members. would also inerease ‘in»practically the same proportion. The 
normal cost plus interest would increase proportionately, but if the increase in the 
past service cost for active employees were not included in the appropriation 
the amount of unfunded liabilities would increase. 
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TaBLE 4.—Normal costs and interest on unfunded. liabilities for the fiscal year 
ending June 30, 1958 


| Civil Service Revised Percent 
| Commission estimates | increase 
estimates ! | 


Number of active employees--__.....----- i oe bd 2, 000, 000 2, 000, 000 


Millions Millions 
Aggregate active employees’ salaries_ _- eae ; $8, 952 $9, 601 
Amounts of normal cost: 
Total, at 13.50 percent euton . Oe ee ee 1, 209 1, 296 | 
Employee contributions, at 6.50 percent i 582 624 | 
Government normal cost, at 7.0 percent__- Z S 627 672 


la 


Liabilities at beginning of year: 
All annuitants___- - ‘ 5, 016 5,016 | None 
All employees dite 5cide Li Bh ets 9, 553 20, 922 7 
Other liabilities wad she | 860 860 None 


Total liabilities : 7 oe 25, 429 26, 798 
Funds_._-- 2 IER ; : o : ioe | , 492 , 492 | 


Unfunded liabilities... ___ coat 9, 306 


Government appropriation: 
Normal cost -- __- Deip Ses Sin A bbe 672 | 
Interest on unfunded liabilities _- a ‘ 5x 579 | 
Increase in unfunded liabilities : s ocene , 369 | 


Total cost __.. ; aiiebes otal Soa Loot : 2, 620 |- 
Less agency contributions ea _—— | 624 | 


Net appropriations by Government | 583 1, 996 
1 Modified slightly for minor corrections. 


If the amount of the unfunded past service costs or liabilities were to be kept 
from changing in future years, the amount at which it is to be kept or frozen 
would have to be defined. The comment (report, pp. 338 and 34) quotes an 
unfunded cost of $13,435,000 at June 30, 1955. “It directs the Civil Service 
Commission to submit annual estimates of appropriations necessary to finance 
the fund on a-nermal cost plus interest basis * * *.” The report implies that 
this basis “will prevent further increase in the deficiency.” But the bill, in con- 
nection with which this statement of financing policy is made, increased the 
deficiency to $17 billion as of June 30, 1955. As of June 30, 1957, it will have 
further increased to $18 billion or more. If it is the intent to maintain a 
constant unfunded liability, presumably the amount will be that of some current 
date. 

A further step required to freeze the unfunded liabilities is to change the form 
of the normal cost so that, with every future liberalization of the benefits for 
active or retired members of the plan, the normal cost will include the cost of 
funding any such increases. 

The alternative, implicit in an appropriation of the normal cost and interest 
only, is an increase in the unfunded costs with every future increase in the 
benefits of the plan. 

To accomplish the objective of preventing any further increase in the deficiency 
would require an annual appropriation of— 

(1) The normal cost, plus 

(2) Interest on the unfunded costs, say $18 billion, plus 

(3) An annual amount, either plus or minus, to adjust for the departures 
of actual experience from the assumptions used, plus 

(4) The annal amount required to fund any benefit increases not included 
in the present normal costs. 


Interest-rate assumption 


All costs quoted for recent purposes and the present estimates have been based 
on an assumed future interest rate of 3 percent per year compounded annually. 
The law now permits the Secretary of the Treasury the alternative of purchasing 
Government obligations in the open market or issuing special obligations for 
this fund. The special obligations, according to the specifications laid down, 
would yield 2% percent. If open-market purchases were made, the prices of 
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Government bonds (now yielding better than 3 percent) would be pushed up 
to the point at which the yield would not exceed 2% percent. Therefore, it appears 
that the prospective interest return on the investments of the fund under the 
present law (sec. 17 (d) ) must be expected to be 2% percent. 

If the interest assumption were changed to conform to the 2% percent indi- 
cated by the present law, the aggregate costs, both past and future, would be 
increased by about 11 percent. The total normal cost would increase from 13.50 
to 15.0 percent of the annual payroll. If the employee contributions remained 
unchanged at 6.50 percent, the Government share would increase from 7 to 8.50 
percent, Past service costs would increase similarly, but the rate of interest 
required on the increased past service cost would be be reduced. 

It appears that the Secretary of the Treasury is aware of the implications of 
the investment provisions of the present law and may be expected to recommend 
a modification thereof. If the provisions of section 17 (d) were changed so that 
the special obligations would be issued at the current average yield rate of Gov- 
ernment bonds, the conflict of interests between the fund and the Treasury would 
be eliminated and it would be reasonable to continue to assume a 3 percent in- 
terest rate for cost and liability calculations. 

For the purpose of this report it is assumed that some such legislative change 
will be made. 


Current salary level 
The calculations of normal costs and liabilities made by the Civil Service 


Commission have been based on salary data obtained in the 1953 census with 
adjustments. Even in 1953 the exact salaries of the group of employees subse- 
quently brought under the civil-service system from social security coverage was 
unknown. It was assumed that the salaries of this group of 20 percent of the 
total number previously covered was the same as the average for the entire group 
then under social security. The total salaries have been adjusted upward for 
salary changes since 1953 by 7.9 percent. It seems quite probable that the salaries 
assumed for the new employees brought into the system were somewhat low as 
of 1953. The subsequent upward adjustment for salary increases also seems 
insufficient for a full recognition of actual salary increases. Table 5 shows that 
salaries of Federal employees have increased 12.9 percent from June 30, 1953, to 
June 30, 1956. 

There is a further indication in the amounts of employee contributions received 
as shown by the income and disbursement statement for 1956 that the level of 
total salaries of employees in the system is higher than the $8,952 million used 
by the Commission for its cost estimates. Based on the average salary data 
of table 5 and the indicated salary level of the contributions received from em- 
ployees in 1956, it would seem that the current total salary level of employees 
in the system at June 30, 1957, should be about $9,600 million. 


TABLE 5.—Arithmetic mean salaries of Federal employees 


All employees conti- Classification Act only 
nental United States 


| 
— — 


Date of survey 


Amount | Pereent | Amount Percent 
; increase | increase 
July 1, 1946._.....-_--. $ an : $2, 680 | $2, 856 | 
July 31, 1947 btolbé 2, 839 | 5. 93 3, 006 5. 25 
July 1, 1948 2, 928 3.13 3, 207 .70 
July 1, 1949 3, 283 12. 12 3, 407 | 12, 55 
June 30, 1950 3, 504 | 6.73 3, 667 7. 63 
Tune 30, 1951 3, 481 —. 64 3, 596 —1, 94 
June 30, 1952 3, 853 10. 69 4,039 12. 32 
June 30, 1953 4, 025 4. 46 4, 150 2. 50 
June 30, 1954 4, 156 3. 25 4, 221 | 1, 96 
June 30, 1955 J 4, 416 6. 26 4, 597 8. 91 
June 30, 1956... oe 4, 544 2.90 | 4, 744 | 3. 20 
Percent increase in 10 years, July 1, 1946, to June 30, 1956_- 69. 55 : 66. 11 
Equivalent annual compound rate of increase 5.4 wli 5.2 
Percent increase in 3 years, June 30, 1953, to June 30, 1956_ BLD thst ciwaccicsws 14.6 


Source: Pay Structure of the Federal Civil Service, Federal Employment Statistics Office, United States 
Civil Service Commission. 


Table 4 shows a revised estimate of appropriations for the fiscal year 1958 
based upon an increased salary level of $9,601 million. This revised estimate 
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shows a normal cost ef $672 million and interest of $579 million, with agency con- 
tributions of $624 million. On this basis the net appropriation required would 
be $627 million. If the appropriation were also to recognize the principle of no 
increase in the unfunded liabilities an additional $1,369 million would be required, 
making the total appropriation $1,996, million. 

It is recommended that the appropriations should at least give recognition to 
the best possible estimate of the current level of total salaries of employees in 
the system and that the appropriations be based on the following: 


Million 


Normal cost : } $672 
ORG ate ES ee ok, Uk UR oe ee se 579 


Normal cost and interest 
Less agency contributions 


Net appropriation 


Salary increase factors 

The average salary of Federal employees increased 70 percent in the 10 years 
from July 1, 1946, to June 30, 1956, as indicated by the average salary data shown 
in table 5. This is an increase of more than 5 percent per year compounded an- 
nually. The Commission’s cost calculations assume a salary increase scale, re- 
lated only to age, in which the average increase is less than 1 percent a year. It 
is not customary in pension cost calculations to allow for future salary increases 
other than those which represent normal seniority increases or promotion within 
a given salary scale. Under the circumstances of the past 10 years and the 
immediate future prospects, the customary procedure is questionable. 

Some allowance should be made for the almost certain future increases in 
salary levels in order to produce realistic cost estimates. Otherwise each general 
salary increase and any normay increases in salary in excess of the assumed 
scale will add to the unfunded past service costs in future years. The amount 
added will generally be greater proportionately than the corresponding percent- 
age increase in salaries. 

An assumed annual increase of only 24% percent per year would add about 
40 percent to both normal annual costs and the liabilities for all active em- 
ployees. Such an assumption would not be unreasonable in the light of the 
last 10 years of experience or the immediate future prospects. In only 1 year 
of the last 10 has the average pay of all Federal employees in continental United 
States failed to increase by at least 244 percent. 

No recognition of this indicated trend is recommended for the present purposes 
but the problem seems deserving of serious study and action in the near future. 


New data for active employees 

No inventory has been made of the number, sex, age, service, and earnings of 
active members since 19538. The census made at that time was based on a 5 per- 
cent sample of active members. The last complete census of employees covered 
by the system was made as of September 30, 1947. While there is no particular 
reason to suspect any large error in the accuracy of the sample of 1953, neither 
is there any real control or adequate test of its accuracy or consistency with 
previous or possible future inventories. 

Since 1953 it is estimated that there have been added to the group of em- 
ployees covered by the system 338,000 employees by transfer of their coverage 
from social security. For this substantial group of additions no separate census 
has been taken. 

Only by having a new census can there be any real assurance of the accuracy 
of the estimated costs and liabilities of the group of active employees. 

With new developments in the field of electronic data processing and a moder- 
ate increase in the reperting obligations of all Federal agencies, accurate data 
for these purposes should be within reasonable attainment. A census or in- 
ventory of employee data would normally be made in 1958 in accordance with 
the requirements of a quinquennial review of the liabilities of the system. 
Serious consideration should be given to setting up, as part of the quinquennial 
inventory, a system for continuous acceunting in the future. Such accounting 
would seem to be a necessary basis for a systematic program of Government 
contribution to the system. 

The alternatives to such a continuous accounting procedure would obviously 
be another 5 percent sample or a 100 percent census, without continous account- 
ing. In either case there would be a loss of some confidence in the result and an 
unsatisfactory basis for periodic testing of results through a _ profit-and-loss 
analysis. 
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For the last census made by the Committee on Retirement Policy the direct 
costs of the processing of the 5 percent sample then obtained by the Civil Service 
Commission were about $25,000. In addition there were hidden or unidentified 
costs of the agencies in reporting the data for this census. A census covering all 
employees would obviously cost more than a 5 percent sample. The additional 
costs would probably not be more than 10 times the costs of a 5 percent sample. 
The costs of processing the data after it is received, corresponding to the direct 
costs of the Committee should be proportionately less than the increased volume 
of data. 

In conference with the Civil Service Commission it is estimated that the direct 
costs of the work required would be within the following ranges. These costs 
are necessarily very rough as the content and procedures remain to be defined 
more specifically with a wide range of possibilities. 


rene Nn oe oe $ 20, 000-$ 40, 000 
Neen nnn nn nnn a a ne i escandaive 200, 0OO— 400, 000 
Continuous recordkeeping after initial complete census: 
nn nn peesigpennbares eeeiemstirsehiehnhe 100, 0O00— 200, 000 
BeSGal, VAIVSUOn AO BUSIVIS ne tnnntketieenwne 25, 000— 50, 000 


Whichever method is used a 5 percent sample. a 100 percent census, or an 
initial census with provision for continuous reporting thereafter, the time re- 
quired to secure and process the data and calculate new costs and liabilities 
would probably extend over at least a year from the time the: job:is commenced. 
If the appropriation for making the census were first available by June 1, 1958, 
new costs would be ready by about July 1, 1959, to be used for the appropriations 
for the fiscal year ending June 30, 1960. 


/ 

Mr. Tuomas. The only surpr ising thing about Mr. John’s very 
able work is that he says the Civil Serv ice Cc ommission — Mr. Irons 
are just about 99.9 percent correct. But there is one little difference 
of opinion. It is not too slight. It is just a question of $60 million 
a year. That is what it amounts to. Instead of contributing $564 
million this a that figure ought to be $627 million. 

All in all, I don’t see any serious discrepancy since we are dealing 
with the question of $18 billion. I think it is quite a compliment to 
the Civil Service Commission and Mr. Irons and their very able staff. 
I would like to read a few excerpts from Mr. St. John’s report. It 
is on the question of salary increases, I think Mr. Irons and Mr. 
St. John both point out a very important fact, and too much emphasis 

‘an’t be placed on it, that as long as you have the system that we 
are operating under this year, namely, this 6.5 percent contribution 
by the Federal agencies and the employees, that that is going to take 
are of the matter as it exists today, but it is not going to take care 
of anything back of us. It is not going to take care of that $13,500 
million deficit. It is just going to prevent that $13 billion getting 
any larger in the future. 

The average salary of Federal employees increased 70 percent in the last 
10 years, as indicated by the average salary data shown on table 5. This is 
an increase of more than 5 percent per year compounded annually. The Com- 
mission’s cost caleulation assumes a salary increase related only to age in 
which the average age increase is less than 1 percent a year. It is not customary 
in pension cost caleulations to allow for future salary increases other than 
those which represent normal seniority increases or promotions within a given 
salary scale. Under the circumstance of the past 10 years and the immediate 
future prospects, the customary procedure is questionable. 

Some allowance should be made for the almost certain future increases in 
salary levels in order to produce realistic cost estimates. Otherwise, each 
general salary increase and any nornral increase in salary in excess of the 
assumed scale will add to the unfunded past service costs in future years. 
The amount added will generally be greater proportionately than the corre- 
sponding percentage increase in salaries. 


— — 
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The upshot of it is that he thinks there is going to be about an 
11-percent further downgrade. So just add 11 percent to $18 billion 
and the deficit will be almost another billion dollars. That is in 
the repjort. That should be read. There is another very significant 
pattern. aoe 

I think we ought to send a copy of this report to the Commission and 
let them copy it for their own records and send back the original. 

Mr. Youne. Would you like to have our comments for the record? 

Mr. Tuomas. Yes, we do. 

(The Commission’s comments are as follows :) 


UNITED STATES CIVIL SERVICE COMMISSION, 
Washington, D. C., February 8, 1957. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices Appropriations, 
House of Representatives. 


DEAR Mr. THomMAS: I appreciate the opportunity, offered me during the hear- 
ings before your committee on February 5, to comment on the report of January 
5, 1957, review of Civil Service Retirement System costs for the fiscal year ending 
June 30, 1958. This report was prepared. for your committee by Mr. John B. 
St. John, a consulting actuary, and in’ my opinion is an excellent piece of work. 

On page 2 of the report, Mr. St. John summarizes four major conclusions, which 
are discussed subsequently in more detail. I would like to comment briefly on 
each of these items. 

1. It is true that the normal cost plus interest basis of estimating retirement 
costs is not specifically defined so as to accomplish the result of freezing the 
unfunded liabilities at a fixed dollar amount and forever after preventing any 
change in this amount. In its reports to Congress on the legislation which became 
Public Law 854, the Commission specifically stated that enactment of the legis- 
lation would increase the unfunded liabilities. It was never our understanding 
that the Congress contemplated a method of financing which would freeze the 
unfunded liabilities at the level existing prior to liberalization then under 
consideration. 

2. In its report of June 15, 1956 on S. 2875 (H. Rept. No. 2854, 84th Cong., 
pp. 40-41) the Commission pointed out the effect of the interest rate assumption 
on cost estimates, and stated that a persistent deviation from the then current 
3 percent rate would be recognized. in-a revision of the cost estimates. Mr. St. 
John confirms our statement that a lower interest rate results in higher retire- 
ment costs. 

It may well be that the current level of total salaries of members of the retire- 
ment system is somewhat in excess of the payroll base used in the Commission’s 
cost estimate. As was stated in our estimate of normal cost plus interest for 
fiscal vear 1958, which has been furnished your committee, we used the 1957 
estimates of the number and salaries of covered employees in the absence of a 
current census or material changes in these items by legislation or by other means. 

8. As Mr. St. John points ont, Federal salaries have increased substantially in 
the past 10 years. And, as he further states, the Commission has followed cus- 
tomary actuarial practice in not projecting out-of-the-ordinary increases into the 
future. If, as, and when general changes in salary levels occur, they are recog- 
nized in the cost estimates on an after-the-fact basis. 

Adoption by the Commission of the approach suggested by Mr. St. John would 
require the Commission to forecast future economic conditions and to forecast 
salary legislation by this and future Congresses to meet changed economic condi- 
tions. The Commission does not consider itself competent to do this. Accord- 
ingly, it will continue to fellow the customary actuarial practice mentioned 
earlier. 

4. We fully agree that complete and current data for active employees would 
make possible more refined and more accurate estimates of retirement costs. 
We visualize certain situations in private industry (for example, tax considera- 
tions) which would fully justify the expense of establishing and maintaining a 
complete and current, set of retirement data. However, I wonder if the same 
justification exists with respect to the civil-service retirement system. 

With a membership of 2 million Federal employees spread throughout the 48 
States—and, indeed, throughout the world—a centralized record system would 
be a formidable undertaking. Using the midpoint of Mr. St. John’s estimates 
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(and I would hesitate to assume the job at this figure without detailed study), 
we have an initial cost of $300,000 and a recurring annual cost of $187,500. The 
latter is nearly 13 percent of our total request for retirement administrative 
expenses in fiscal year 1958. 

There might be justification for this increase in administrative expense if 
appropriations based on the cost estimates were mandatory in timing and amount, 
if tax considerations were involved, or if the system were now fully funded. 
In the absence of all these conditions, I am unable at this time to concur in a 
recommendation for a complete and continuous recordkeeping system. 

By direction of the Commission. 

Sincerely, 
f Puiti Youne, Chairman. 

Mr. Tuomas. On page 10 it says: 

If the amount of the unfunded past service costs or liabilities were to be 
kept from changing in future years, the amount at which it is to be kept 
or frozen would have to be defined. The report implies that the basis will 
prevent further increases in the deficiency. 

That is the report on the bill, isn’t it? He is talking about $13,435 
million at the close of business in 1955. 

But the bill, in connection with which this statement of financing policy is made, 
increased the deficiency of $17 billion as of June 30, 1955. As of June 30, 
1957, it will have further increased to $18 billion, or more. If it is the intent 
to maintain a constant unfunded liability, presumably the amount will be that 
of some current date. 

To summarize what he says here, the fund in the Treasury is to 
draw 3 percent, but in truth and fact. it is only drawing about 2.5 
percent, and if that continues very long, you are going to increase 
your deficit by another 10 or 12 percent. 

Mr. Jonas. How long has it taken us to accumulate this $18 billion 
deficit ? ; 

Mr. Tuomas. Since 1920. 

Mr. Evins. The last part of the program is not the new service, I 
take it. 

Mr. Tuomas. Off the record. 

(Diseussion off the record.) 


DEVELOPING PROGRAMS AND STANDARDS 


Mr. Tuomas. Mr. Reporter, we will put page 62, activity 5, in the 
record at this point. 
(The material referred to is as follows :) 


CoMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 5—Developing programs and standards 


1956 actual | 1957 authorized 1958 estimate 




















eesti seaeettipemmedniensnmntestinn es | aoa ae 
Functions | | 
Aver- Aver- Aver- | 
age po- Cost age po- | Cost age po- Cost 
sitions | sitions sitions 
-_ ee EE “| - — _ - | $$$ __—__— 
Planning basic improvement in Federal | 
personnel programs. 43 $337, 290 47 | $360,100 51 | $387, 100 
Developing and improving iistructions | | 
and regulations _ _- 34 | 240, 736 | 35 | 248, 400 | 37 261, 400 
Establishing and issuing standards 47 351, 431 | 4s 356, 111 66 461, 100 
Devising selection methods and provid- | | 
ing examining material for measuring } } 
qualifications - -- ; 53 319, 900 | 55 328, 911 60 | 352, 400 
ee —_ - = | — eens _ — seen ll Grandeeneinecidep 
Total, activity 5_- 77 1, 249, 357 | 185 | 1, 293, 522 214 | 1, 462, 000 
| 


+ 
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Mr. Tuomas. This is the brain-trusting division of the agency, 
“Developing programs and standards.” You want to increase the 
employees from 185 to 214 in 1958 at a cost of $1,462,000. This is all 
in the central office, isn’t it? 

Mr. Youne. That is right. As I pointed out in my statement, this 
is the only planning activity for personnel management with a $9 
billion payroll. It is pretty cheap at the price. 

REGULATORY, 


APPELLATE, AND ADVISORY FUNCTIONS 


Mr. Tuomas, We will put page 81 in the record. 
(The material referred to is as follows:) 


CoMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 6. Mbe.:tuertics appeins and soeny yamine wi the Commission 


1956 actual 


] 
1957 authorized 


1958 estimate 





Functions 
Aver- 
age po- 
sitions 


Cost 


| Aver- | 
} age po- 
| sitions 


Cost 


Aver- | 


age po- | 
sitions | 


Cost 


$128, 75 | 
7 65, 234 
10 50, 487 | 
8 70, 390 


3 24, 276 | 
131, 566 


Office of the Commissioners... 


> 15 
Personnel advisory services to the Presid- 


$140, 900 
79, 500 
52, 000 
72, 300 | 


$141, 400 


80, 000 
49, 000 
72, 600 


36, 400 
166, 000 
80, 500 


251, 000 
58, 600 
183, 000 
79, 500 


(572, 100) 


14 | 


Office of the executive assistant 
Security Appraisal Office. - ; 
President's Committee on ‘Employ ment 
Policy 7 
Legal oaks 
Raestiention of prohibited political ac- | 
MP ae tee 8h | 
Appeals and Advisory Service: | 
Veterans (sec. 14) r | 
Reduction in force — 
All other appeals. ___.......-- 
Advisory services. 
Subtotal, APRANS: and 
Service 


35,000 | 
165, 300 | 
8} 50,758 
238, 903 
60, 483 
120, 606 
80, 153 


60, 900 





249, 518 

58, 617 | 
133, 800 | 
75, 150 


43 


ll 
18 
13 


28 
13 





Advisory 


3 
i 


(500, 145) | (86) 085) 


162 1, 122, 985 


(517, (94)| 


173 | 





(83) 


1,021, 631 | 
| 


Total, activity 6__- 152 | 7. 198, 000 


Mr. Tuomas. You want to increase this to 173 people from 162 
Has this crowd ever found against any man hanging on the payroll 
when one of these agencies was trying to get him out? 

Mr. Youne. It happens every day, Mr. Chairman. ‘This, again, is 
partly a result of the court decision which has been made in the last 
year. 

WORK LOAD DATA AND PERSONNEL REQUIREMENTS 


Mr. Tuomas. Let’s put this table in the record, page 82. 
(The material referred to is as follows :) 


Workloads and unit costs 


1956 actual 1957 authorized 1958 estimate 


Work items fsa ce © 
Proc- | 
essed 


Proc- 


Cost per | 
essed 


unit 


Proc- 
essed 


Cost per 
unit 


| Cost per 
unit 


$338. 
79. 80 
28. 7 
51.7 


$358. 00 
79. 80 
28. 70 
42. 80 


170 | 
3, 127 | 
2,041 | 
3, 138 | 


$409. 00 
79. 50 
29. 70 | 
52. 70 | 


Political activity cases. 
Veteran appeals 
Reduction-in-force appeals 
All other appeals 


230 | 
3, 147 | 
2, 041 
3, 541 
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PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are showm 
in the following table: 























1956 actual 1957 authorized L 1958 estimate 
Sd SY rt it] | 
Aver- Aver- | Aver- | 
age Cost age Cost age | Cost 
posi- posi- | posi- | 
tions tions tions | 
ciiaeaaiaiaiee Rithaciiahts sa a > -— : 
Central office mapas 142 | $792,290 121 | $884,985 131 | $955, 900 
Regional offices * say 40 229, 341 be 238, 000 42 | 242, 100 
ath eh Land shale cites —+|- Ce 
Total, activity 6- - 152 1, 021, 631 162 ] 1, 122, 985 173 | 1, 198, 000 





Mr. Tuomas. “Political activity cases.” You had 124 in 1956 and 
it cost you $409 per unit. Politics is getting hot in 1957. You jumped 
it up to 170. You reduced the unit cost. The political year is over and 
it is going up to 230. Is that an estimate? It is bound to be. Aren't 
you a little high? I think you are estimating on 1957, aren’t you? 

Mr. Youne. That again 1s a result of this /lanagan v. Young case 
that we referred to earlier. I also noticed that Congress is taking con- 
siderable interest in the campaign activity of last year. 

Mr. Wits. The receipts in 1958 will be lower than in 1957. 
This 230 figure is due to backlog or carryover from last year. 

Mr. Tuomas. Average number of positions and salary cost. Central 
office, 112. The regional-offices had 40 m 1956. You jump that up to 42 
in 1958. How many different activities are there. You have veterans’ 
appeals, political activity cases, and reduction-in-force appeals. Is 
that all done by one board or are there three separate and distinct 
boards or organizations? And then, in addition to those 3, you have 
2,287 other appeals. What type of cases are they? How many differ- 
ent boards do you have ? 

Mr. Youne. We have only one board of appeals which handles all of 
the top appeals. 

Mr. Tuomas (reading) : 

This activity consists primarily of the functions for which the three commis- 
sioners, acting as a single, deliberative body, are responsible. In general, these 
functions are: The approval of policy in the formulation of civil service rules 
and regulations, and so forth. 

How important is all this? 

Mr. Youne. Well, to judge by the interest on the part of the news- 
papers and Members of Congress with respect to appeals of con- 
stituents 

Mr. Tuomas. And the courts ? 

Mr. Youne. I think sometimes its importance is in excess of its 
worth. 

Mr. Tuomas. Would you want to cut this out altogether or just 
reduce the activity to half? If you don’t have the money to carry it 
on, you can’t be bothered with half of the caseload. : 

Mr. Youne. We will just have to refer your constituents back to you, 
Mr. Chairman. 

Mr. Tuomas. We get them, anyway. 








0 


a a 
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AFTERNOON SESSION 
Mr. Tromas. Will the committee please come to order. 
EXECUTIVE AND ADMINISTRATIVE SERVICES 
Let’s put pages 94 through 101 in the record. This is activity 7, 
“Executive and administrative services.” 
(The material referred to is as follows :) 
COMPARATIVE SUMMARY STATEMENT BY FUNCTION 


Activity 7—Ezxecutive and administrative services 


1956 actual | 1957 authorized 1958 estimate 


Functions } | a 


| 1 

| Aver- | | Aver- 
| age Po- | Cost | age po- 
| sitions sitions 


Aver- 
Cost age po- Cost 
sitions | 


Office of Executive Director: 
Executive Director’s Office : | , O75 , 359 $32, 500 
Security Office | f 38, 939 5 |} 38, 000 { 38, 200 
Interagency Advisory Group f . 181 5 33, 706 5 33, 200 
Congressional Services Group j 33, 917 5 | 000 34° 200 
Bureau of Management Services: | 
Office of Director _ - f 40, 635 | f 41, 410 5 41, 900 
Organization and methods staff and | 
Federal Employment Statistics 
Office = 12 | 97,277 | 13 98, 590 13 98, 800 
Budget and Finance Division 55 | 283, 559 | 59 300, 600 59 300, 600 
Library_._-.. 10 | 48, 799 10 49, 500 ll 53, 800 


Office Services Division. __- 114| 495,183 | 115| 492,300] 119 508, 500 
Personne] Division 20 | 123, 436 20 123, 315 21 131, 400 


242 | 


Total, activity 7 ; 240 | 1,254,001 | 1, 247, 780 248 1, 273, 100 


Activity 7—EXECUTIVE AND ADMINISTRATIVE SERVICES 
GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission performed by the central office divisions and offices listed in the 
table on the preceding page. They cover the overall management and services 
functions required to facilitate those operating activities heretofore presented. 
Funds requested for this activity for fiscal year 1958.are approximately $25,000 
greater-than the amount available in fiscal year 1957. 


OFFICE OF THE EXECUTIVE DIRECTOR 


Executive director’s office 
1956 

Average positions. --...- ; ‘ 8 

Cost he $62, 075 $36, 354 $32, 500 


The Executive Director is responsible for the direction of all internal manage- 
ment and other staff activities of the Commission, and has the general supervision 
from both a technical and a management viewpoint over all bureau directors and 
staff officers of the Commission, its field operations, and its boards of examiners. 
The Executive Director represents the Chairman in conferences and negotiations 
with representatives of other Government agencies in matters involving major 
administrative and policy decisions. 
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Security office 


1957 1958 


5 


5 
$38, 000 | $38, 200 


Average positions. 
Cost .- gal 


The security officer is assigned responsibility for the Commission’s internal 
security program under Executive Orders 10450 and 10501. The Security 
Office (1) reviews and analyzes cases containing information developed through 
investigation to determine whether the employment, or retention in employment, 
in the Civil Service Commission of the individual involved is clearly con- 
sistent with the interest of the national security, and to determine, when re- 
quested, whether an employee may be granted clearance for access to defense 
information classified under Executive Order 10501; (2) decides such cases or 
recommends action to the Executive Director and the Chairman; (3) prepares 
notices of suspension and statements of charges, and schedules and conducts 
hearings under the provisions of Executive Order 10450; and (4) recommends 
policies and prepares regulations and procedures to implement within the Com- 
mission the provisions of Executive Orders 10450 and 10501. 


Interagency advisory group 


1956 1957 





Average positions if d 5 5 z 
Cost ae : ; $33, 706 | $33, 200 
| 


The functions of the interagency advisory group are to: (1) advise and assist 
the Executive Director of the Commission on matters of (@) Commission-Depart- 
ment relations and (6) Commission-union relations; (2) handle all administra- 
tive and secretarial details relative to membership and meetings of the inter- 
agency advisory group and meetings with Federal employee representatives; 
(3) prepare subjects for interdepartmental study or cooperation; (4) advise 
committees in making studies and recommendations; (5) maintain relationships 
with professional organizations especially on matters of common interest with 
the interagency advisory group: and (6) assist bureau directors and other 
Commission officials to maintain consultative relationships with Federal agencies 
and employee organizations. 


Congressional services group 


1956 


Average positions. oak 6 6 6 
Cost. . $33, 917 $34, 000 $34, 200 


The congressional services group (1) advises and assists Members of Congress 
and constituents referred by Members of Congress on civil-service procedures ; 
(2) upon request attends House and Senate Post Office and Civil Service Com- 
mittee hearings and, when called upon, serves congressional committee staff 
members in an advisory capacity; and (3) contacts officials in other Government 
departments and establishments in order to assist Members of Congress on civil 
service problems. 

BUREAU OF MANAGEMENT SERVICES 


Office of the Director 


1956 1957 


| 


Average positions 5 5 
Cost $40, 635 $41, 410 $41, 





-— «<= « = @& mo Om Oe le 


dll 


The Director of the Bureau of Management Services is responsible for the 
direction, coordination, and control of the personnel, fiscal, administrative and 
business management functions and for furnishing assistance to officials of the 
Commission and to operating divisions and regional offices. 


Organization and methods staff and Federal employment statistics office 


Average positions Stones 13 | 13 
ONE Bihan an cnds “SSdthewi< " sat 7, , 590 $98, 800 


This item consists of: (1) Making organizational studies and recommending 
improvements; (2) planning and administering the Commission’s overall man- 
agement control system and the methods improvement program; (3) conducting 
operational audits, on a program or organizational basis, of all phases of the 
work performed by an organizational unit, or in connection with a major pro- 
gram, and submitting recommendations for improvements in management; (4) 
developing plans and providing for the assembly, compilation, analysis and dis- 
tribution of Governmentwide personnel statistics; (5) devising the systems 
through which the Federal employment statistics will be prepared; and (6) pro- 
viding technical assistance, research, and reference service on Federal employ- 
ment statistics and reports. 

The estimated requirements for 1958 provide for a continuation of the staff 
authorized for 1957. 


Budget and Finance Division 


59 | 59 
$300, 600 $300, 600 





This Division is responsible for: (1) Preparation of the Commission’s budget 
estimates and justifications; (2) recommendation of allotments; (3) adminis- 
tration of the work measurement and cost analysis system; (4) preparation of 
periodic management reports analyzing trends in workloads, unit costs, and 
expenditures; (5) establishing uniform fiscal and accounting procedures; (6) 
preparation and maintenance of required fiscal records including accounting, 
payroll, leave, and retirement; (7) auditing and certifying central office vouch- 
ers; (8) preparation of fiscal reports for the Commission; (9) regular audit of 
fiscal and procurement activities of the central and regional offices in compliance 
with the Budget and Accounting Procedures Act of 1950; (10) furnishing tabu- 
lations and punchcard services; and (11) compilation of Federal employment 
statistics. 

The request for fiscal year 1958 provides for the same staff level as authorized 
for fiscal year 1957. 


The Library 


1958 


| 
| 
Average position es : St tesH 10 | 10 | 11 
>) ee cdc iets ante Ostet $48, 799 $49, 500 $53, 800 


The library is responsible for (1) developing and maintaining a library 
collection of general reference books and basic literature in professional and 
technical fields, with particular emphasis on civil service, personnel administra- 
tion, and public administration; (2) providing library service by lending neces- 
sary books and materials from the Commission library or from other libraries 
through an interlibrary loan system; (3) giving research assistance and pre- 
paring digests or bibliographies on matters relating to the literature of civil 


88278—57—pt. 1——33 
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service, personnel administration, and public administration; (4) conducting 
legislative research ; and (5) reviewing recommendations from the central office 
divisions or regions and initiating requisitions for the purchase of books and 


periodicals. 

Generally increased workloads over the past 5 years, and the increasingly 
difficult level of reference work and research work, requires an increase of 
1 employee over the 1957 staff. 


Office Services Division 





I ig Tin conc haere tine ah tataiiabinntindiinmieesedl 114 115 119 
eka een e sate toades, ctskaoaenccp eon eee ainasee $495, 183 $492, 300 $508, 500 


This Division has the responsibility for: (1) Procurement and property man- 
agement; (2) space assignment, control, and utilization; (3) printing, duplicat- 
ing, copy preparation, editing, graphics, distribution, and storage of printed 
matter, including announcement and test material and all other publications 
services; (4) telephone and telegraph services; (5) repair and maintenance of 
office equipment; (6) central mail services; (7) central files and records; and 
(8) microfilming and records disposal services. With respect to these functions, 
the Division formulates and presents recommendations on policies and regula- 
tions, prescribes the procedural instructions, and renders advisory assistance 
to central and regional offices of the Commission as well as operating these 
services for all bureaus and staff offices of the central office. All the work for 
which this service Division is responsible must be taken care of promptly in 
order that Commission programs not be delayed for lack of materials or services. 

Printing and duplicating work carried over from fiscal year 1957 and increased 
printing requirements in fiscal year 1958 will require 4 additional positions at 
a cost of $16,200. These additional positions will be utilized in the processing 
of printing orders and in the distribution of issuances. 


Personnel Division 


1958 


| 1956 | 1957 


Average positions bic eeuee " ie ; 20 | 20 21 
Cathiaccunse ad > ‘ " eae $123, 436 $123, 315 $131, 400 


The personnel division is responsible for rendering staff advice and assistance 
to the central office divisions and to the regional offices in the conduct of a well- 
rounded and progressive internal personnel program. Specifically, it provides 
service and advice with respect to: (1) The classification of positions, (2) the 
selection of employees in accordance with established promotion and recruitment 
policies, (3) the conduct of reduction-in-force programs, (4) appointments and 
changes in status, (5) training in needed categories, (6) conduct of internal 
executive development program, (7) counseling and employee grievances, and 
(8) analyses of and recommendations on disciplinary and removal cases. 

Estimated requirements for 1958 poovide for an increase of 1 position and 
approximately $8,100 to provide personnel services for the increased overall 
Commission staff in fiscal year 1958. 

as : ; ; 

Mr. Tuomas. Thisisa housekeeping organization. Office of Execu- 
tive Director, Bureau of Management Services. We have finance all 
mixed up in here. You have library and personnel. Is this all 
housekeeping ¢ 

Mr. WituiaMs. Yes, sir. 

Mr. Tuomas. This is 242 against 248 employees in 1958 
th “er « . ~ . te _ 
$1,273,100 in 1958 against $1,247,780. 

Mr. Youne. This also includes services we perform for the Members 
of Congress. 


a cost of 





OS ees, 


m 
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OTHER OBJECTS OF EXPENDITURES 


Mr. Tuomas. Put page 102 in the record, please. 
(The material referred to is as follows :) 


CoMPARATIVE SUMMARY STATEMENT BY OBJECTS 


Other obligations of expenditure 





| 


Object classification | 1956 actual | 1957 author- 1958 estimate 
ized 


7 (So. basi diestese ' $437, 022 $464, 700 
+ vomapertadion of things- Saas ann nies dealt artettakioes de escent 68, 240 65, 758 
Communication services. la aiaainis squiine dis 549, 470 578, 202 
Rents and utility memati ie Ta 3 cra cease laseed-<a05ssa 60, 977 61, 669 
Printing and reproduction 460, 802 384, 338 
Other contractual services Ldadkiasecune sae 343, 039 300, 504 
Supplies and materials- ne 214, 848 219, 039 
Equipment... .-..- ; bei 103, 614 : 
Grants, subsidies, and contributions. - = 
Contribution to retirement fund ---- 
Refunds, awards, and indemnities _ . 5 RE Sc Tak 
Taxes and assessments... --- , a 4 3, 305 1, 750 


Total, other obligations 1 2, 248, 477 2, 168, 089 


1 Includes funds transferred from the appropriation for investigations of United States citizens for employ- 
ment by international organizations under 31 U. 8. C. 697, authorizing use for national defense, for (1) 
microfilming the securlty investigations index and security reference files for the purpose of providing a 
duplicate file at the relocation center, $4,793, and (2) installation of an alarm system for the protection of the 
security and confidential files and work areas, $10,969. 


Mr. Tuomas. Under “Other objects of expenditure,” that is 
$3,721,500 in 1958 as against $2,168,089. We have a new item of 


$980,000 for “Contribution to retirement fund.” And we want to 
start remodeling and refurbishing our furniture. 

Mr. Youne. That is for normal repair and upkeep based on 
experience, 

Mr. Tuomas. Travel jumped from $464,700 to $609,000. 'Transpor- 
tation jumped from $65,758 to $73,500. Communications jumped 
from $578,202 to $590,500. Printing and reproduction, $75,400. The 
Chairman says he has to notify the world of his activities. “Other 
contractual services, $343,000”—what is that item ? 


OTHER CONTRACTUAL SERVICES 


Mr. Young. Well, this is the one which was affected when the 
limitation was badly cut last year, I think perhaps through some 
misunderstanding as to what might be involved in it. Part of this 
item provides money required for the stenographic reports on our 
hearings and all that kind of thing. As you will notice, we have had 
to increase our allowance for stenogr: aphic reporting of appeals work. 

Mr. Tuomas. I don’t think there is any misunderstanding. 

Mr. Young. Printing, travel, and contractual services—taking 
those away is just like taking the wheels off a taxicab, because you 
just have to have them to operate. 

Mr. Tuomas. All right. On this item, you charge yourself $84,800 
and then investigate them yourself. 

Mr. Youne. Absolutely. 

Mr. Tromas. Reimbursement to Veterans’ Administration for 
medical examinations. What is that item? 
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Mr. Irons. The $71,800 is for reimbursing the VA for conducting 
annual examinations for disability annuitants on the retired rolls, 
primarily that. Also for those Federal employees who believe they 
are disabled, we have to pay VA to conduct a physical examination. 

Mr. Tuomas. Well, apparently you have three fixed items there of 
about $240,000, haven’t you? at about repairs to your machines 
= surniture and so forth? How do you break that $89,900 figure 

own ¢ 

Mr. Witu1ams. That is based primarily on experience, Mr. Chair- 
man, of what we expended in former years. 

Mr. Tomas, $135,000, purchase of equipment, typewriters, office 
machines, filing cabinets: 


Much of the Commission’s furniture, equipment, and machines are worn out, 
broken down, outmoded, and beyond the point of economical repair. 


Mr. Youne. And need replacement. 


INVESTIGATIONS OF UNtrep States CrrizeEns ror EmpPployMENT 
BY INTERNATIONAL ORGANIZATIONS 


Program and financing 





1956 actual 





1957 estimate | 1958 estimate 


Program by activities: 


























Investigations (total obligations) --._.-- wienatk tun beadhetane mabe $464, 362 $487, 500 $507, 000 
Financing: 

Unobligated balance no longer available. -.............-.-- 5, 354 mann |seyrnnbsanades 
Appropriation (adjusted) -.....-.-.....----.--------.- 71, 331 | 487, 500 | 507, 000 
Reappropriation--_............---- duirntehe inn enirumwnnsmmh 398, 385 | pial ielakema tana 

| 

Obligations by objects 

elma , Sails —— a 
} 1956 actual | 1957 estimate | 1958 estimate 

| | | 
Total number of permanent positions-------.-.--.- _ : ‘ 7 
Full-time equivalent of all other positions___---- lvl anlgde iL bell 1 
Average number of all employees_ .- -.- idan oie os es Boe heel 8 
Number of employees at end of year. - 14 
Average salaries and grades: os ee Se eee Re 

General schedule of grades: | 
Average salary_..-.----..-.-- sigan bouav i cee aba $5, 279 
Average grade......--.-..-- oxhege pheresatoee --| . GS-7.0 

01 Personal services: "i | n 
Permanent positions__-........--..-.-.-- sates add bins 2 = dine Seveohh $50, 290 
Positions other than permanent___...........--...--- Tee : 16, 000 
Regular pay above 52-week base. ..--.-.--. fe. ; | 4 210 

Total personal services... --.-.-.--------.------.---- gailh 44249635 fesbes 66, 500 

08. « TRRTO 65-- 26 554-% eho names s Raith sins ns 6, 000 

04 Communication services. . ; | | qtis®. 700 

07 Other comtepetnal services. ...-.-...-..-...--.-..,....--- -|-- ; | 3, 000 
Services performed by other agencies $464, 362 $487, 500 | 426, 400 

08 Supplies and materials _-.---_- Me Tie ae eee ie ey eee eee wabwioxtigna 100 

11 Grants, subsidies, and contributions: | 
Contribution to retirement fund__-----.--- | | 4, 300 

| smerenetts = = DE atlaetanaatadi . 
Total obligations ...-..-..--.-- : + 464, 362 | 487, 500 507, 000 
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Budget authorizations, expenditures and balances 


| 
1956 actual | 1957 estimate | 1958 estimate 





BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation $107, 100 $487, 500 
Transferred to ‘‘Salaries and expenses, Civil Service Commis- 
sion’”’ (31 U. 8. C. 697) —35, 769 
Adjusted appropriation 71, 331 
Reappropriation 398, 385 
Obligated balance brought forward ‘ 53, 481 


Total budget authorizations available 523, 197 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. -_-_.-. 
Out of prior authorizations._..................------.--.-- 48, 196 


Total expenditures....................-- piety tae ded , a 70, 675. 
Balance no longer available: 
Unobligated (expiring for obligation) _.........-...----..-..- 5, 354 
Other__. eee hie 5, 286 ae 
Obligated balance carried forward | 41, 882 44, 000 | 


Total expenditures and balances. -.. - 3, 529, 382 











Mr. Tuomas. Mr. Reporter, will you put pages 130 through 134 in 
the record, “Investigations of United States citizens for employment 
by international organizations.” 

(The material referred to is as follows :) 


Comparative summary statement by function—Investigations of United States 
citizens for employment by international organizations 


a enemies: ptpemmeniniensnan anes stipnianmmainenapsie ee 


| 
Functions | 1956, actual | 1957,au- | 1958, esti- 


thorized mated 


i 


Federal Bureau of Investigation: 
Name checks... ..........- \ a a $1, 960 $2, 630 | 2, 700 
Full field investigations. _- - ohndeyss 233, 548 233, 800 | 246, 100 
Preliminary inquiries. - . 1, 369 1,370 | 1, 400 


|——_——___ oasibanek 


Subtotal, Federal Bureau of Investigation -.-- | 236, 877 | 237, 800 | 250, 200 


Civil Service Commission: 
National agency checks disice ‘ 3, 302 | 6, 900 7, 300 
Background investigations 141, 300 156, 500 165, 900 
Processing reports on internationally recruited Sree 2, 800 | 2, 800 3, 000 
Loyalty advisory opinions--__- eel 65, 680 | 69, 800 | 66, 000 
Analysis of other cases... -.--._-- é baal bineety 14, 403 | 13, 700 14, 600 


256, 800 


| 

| 
ee 

| 


Subtotal, Civil Service Commission. 53. Jaki 227, 485 | 249, 700 | 


Total cost of program ----- AN dicta n ey saitaniahia f 17, 000 


Note.—The fiscal year 1956 obligati ions reflected above do not include an amount of $35,769 transferred 
from this appropriation to the ‘‘Salaries and expenses’’ appropriation under 31 U.S. C. 697 authorizing 
use of any available funds for national defense purposes. ‘These funds were used for (1) the microfilming 
of the security investigations index and security reference files for the purpose of providing a duplicate file 
at the relocation center; and (2) the installation of an alarm system for the protection of the security and 
confidential files and work areas. 
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Summary workload table— Investigations of United States citizens for employment 
by international organizations 


1956, actual 1957, authorized 1958, estimated 


| 


Workload items 





| 
Number | Cost | Number | Cost | Number | Cost 
‘of cases per ‘of cases per of cases per 
init J unit unit 
Sane = 
Federal Bureau of Investigation: aiden 
Oe SS as ee ee eee | 1, 361 $1. 44 2, 098 $1. 25 2, 098 $1. 33 
Full field investigations.___. fh nina Welassiansinie 400 | 583. 87 400 | 584. 49 | 400 | 615, 22 
Preliminary inquiries.................----.- 12 | 114.08 12 | 114.19 | 12 | 120.23 
Civil Service Commission: | | 
National agency checks...................-.- 512 6, 45 1,072 | 6.45 | 1,072 | 6. 87 
Background investigations.................- 586 | 241.13 626 | 250.00 | 626 | 265.00 
Loyalty advisory opinions-................. 196 | 22 | 180 | 387. 42 | 180 366. 42 
Analysis of other cases....................-- | 859 | 3 . 66 | 876 | 15. 66 | 876 16. 72 
| | 





INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


GENERAL STATEMENT 


Executive Order 10422 as amended, sets forth the procedures for making 
available to the Secretary General of the United Nations and the executive 
heads of other international organizations of which the United States Govern- 
ment is a member certain information concerning United States citizens em- 
ployed, or being considered for employment, by such organizations. 

Under the Executive order, investigations are made by the Federal Bureau of 
Investigation and the Civil Service Commission. The Bureau makes (1) full 
field investigations in all cases involving United States citizens employed or 
being considered for employment for a period exceeding 90 days on the interna- 
tionally recruited staff of the United Nations or other international organiza- 
tions; and (2) full field loyalty investigations whenever, during the course of 
investigations by the Civil Service Commission, derogatory information with 
respect to loyalty is revealed. The Commission makes (1) full background 
investigations in all cases involving United States citizens employed or being 
considered for employment for a period exceeding 90 days on the locally recruited 
staff of the United Nations or other international organizations; and (2) checks 
of specified records (national agency checks) for short-term (90 days or less) 
appointees or potential appointees to positions on the locally recruited or inter- 
nationally recruited staff of the United Nations or other international organi- 
zations. 

The reports of these investigations are forwarded to the International Organi- 
zations Employees Loyalty Board of the Civil Service Commission. In those 
reports containing derogatory information, the board makes an advisory de- 
termination under the standard specified in the order. The standard is “ * * * 
whether or not on all the evidence there is a reasonable doubt as to the loyalty 
of the person involved to the Government of the United States.” 

The board transmits its determinations, as advisory opinions, to the Secretary 
of State. The Secretary of State notifies the executive heads of the interna- 
tional organizations concerned of the results of the investigations for their use 
in exercising their responsibility with respect to the integrity of the personnel 
employed or to be employed by such organizations. 

It is not the function of either the Civil Service Commission or the Federal 
Bureau of Investigation to make decisions as to whether the person investigated 
shall be retained or given further consideration for employment. That is a 
matter for decision by the Secretary-General of the United Nations or the 
executive heads of other international organizations. 

After study of information received from the State Department with respect 
to factors influencing the workload, estimates of investigations for fiscal year 
1958 were based on actual experience during fiscal year 1956. The only devia- 
tions from experience are for (1) name checks processed by the FBI and 
national agency checks processed by the Commission. Workload in these func- 
tions is estimated to increase as a result of a change in procedure developed 
in the Department of State whereby appointments, formerly requiring full field 
investigation before appointment, may now be made based on clearance by 
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national agency check, with the full field investigation to be made after appoint- 
ment; and (2) an increase in the number of background investigations to be 
made by the Commission. 

All increases in cost per unit from 1957 to 1958 are the result of Public Law 
854, 84th Congress, which requires agency contributions to the retirement fund. 
The unit costs for the investigations made by the Federal Bureau of Investiga- 
tion were supplied by that agency. 

The workload estimates for the International Organizations Employees Loy- 
alty Board for fiscal years 1957 and 1958 assume that the Board will process all 
new receipts in both years and that the Board workload will be normal at the 
end of fiscal years 1957 and 1958. 

Mr. Troomas. Name checks—from $1,960 to $2,700 in 1958. 

Mr. Youne. That is just the FBI portion of it. 

Mr. Tuomas. Why is there that increase on name checks for the 
Bureau’s part? That is an increase of $670. 

Mr. Wiiurams. This is primarily due to an increased workload. 
The international organizations are now running some preliminary 
checks to decide whether or not they want to conduct a full field 
investigation. 

Mr. Tuomas. On this national agency check, is this a unit cost of 
$3,302 ? 

Mr. Witutams. The unit costs are on the table on the next page. 

Mr. Tuomas. This is the total amount. How many agency checks 
do you get for this $3,302 and $6,900 and $7,300 ? 

Mr. Wittiams. In 1956, 512; 1957, 1,072. It will be the same figure 
for 1958. 

Mr. Youne. $6.45 a check. 

Mr. THomas. You have a note here: 

The fiscal year 1956 obligations reflected above do not include an amount of 

$35,769 transferred * * * 
And soon. What is the division of jurisdiction between the Federal 
Bureau of Investigation and the Commission in these checks, these 
investigations of citizens for employment in international organi- 
zations, 

Mr. Younea. Partially, it is a question of whether loyalty is involved. 

Mr. THomas. Anything below that the Commission does it. If 
loyalty is involved, you pass it over. 

Mr. WitriaMs. It has to do also with the type of employment, Mr. 
Chairman. The FBI investigates all United States citizens w ho are 
appointed for more than 90 days to the internationally recruited staff 
of these organizations. We investigate the people they recruit locally 
f lower grade jobs. 

Mr. Youne. That is covered pretty clearly in the general statement 
on page 1532. 

Mr. Tuomas. What is the number of employees you have doing 
this work? 

Mr. Younc. Well, investigations are made by the regular Investiga- 
tion Division personnel who do this work. 

Mr. Tuomas. You do not have any particular set figure, then. They 
all go in the big figure of 1,800. 

Mr. Youne. You mean the number of people doing it ? 

Mr. THomas. Yes. 
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INVESTIGATIVE EMPLOYEES 


Mr. Young. This is done by our regular Investigation Division. 
The Loyalty Board has a small staff of its own of about 14. 

Mr. Tuomas. What you investigate goes into the big pool, and it 
figures around 1,800, if I remember correctly; is that right ? 

Mr. Wriu1aMs. That is correct. 

Mr. Tuomas. That is a tremendous investigative organization— 
1,800 people. 

Mr. Youne. Of that, it is about 2 for 1 in terms of backup per- 
sonnel. 

Mr. Tuomas. How many stenographic people ? 

Mr. Young. It is about 2 to 1 in terms of backup for 1 investigator. 
Isn’t that correct ? 

Mr. Wiutuiams. We have about a thousand investigators in that 1,800 
total. It is almost on a 1-for-1 basis. 

Mr. Tuomas. What type of jobs—stenographers, file clerks, tran- 
scribers ? 

Mr. WiiuiaMs. Transcribers primarily. 

Mr. Youne. You havea terrific file-checking process. 

Mr. Wiiu1aMs. A transcriber can type the dictation of about three 
investigators. 

Mr. Tuomas. That is quite skilled work, isn’t it ? 

Mr. Youne. You cannot afford to make mistakes in that field. 


Annuities, PANAMA CANAL ConstruCTION EMPLOYEES AND 
LIGHTHOUSE SERVICE Wipows 


Budget authorizations, expenditures and balances 


— 
| 1956 actual 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


| | 
Proposed supplemental appropriation - | $400, 000 |_. 
Obligated balance brought forward _- | | $199, 500 
EXPENDITURES AND BALANCES | 
Expenditures— j 
Out of current authorizations. -- . | 200, 500 |_...-. 
Out of prior authorizations. _. | 199, 500 
Obligated balance carried forward ___. 4 199, 500 |_-- 
zs : al ; ; 
Total expenditures and balances A hana eel aaah 400, 000 | 199, 500 





Program and _ ncing 


1956 actual | 1957 estimate | 1958 estimate 
| 


| 


$1,971,892 | $1,776, 800 | $2, 168, 000 


Program by activities: | 
1. Payment of annuities to employees engaged in con- | 
| 


struction of the Panama Canal 
2. Payment of benefits to widows of former employees of | 
the Lighthouse Service. __... . 245, 144 | 247, 200 | 249, 000 
a pone — = —S Se 
Total obligations. shintmeniees . 2,217,036 | 2,024, 000 2, 417, 000 
Financing: | | 
Unobligated balance no longer available | 22, oF | 


Appropriation (adjusted) . -.................---- pool 2, 240, 000 | 2, 024, 000 2, 417, 000 
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Obligations by objects 





1956 actual | 1957 estimate | 1958 estimate 


12 Pensions, annuities, and insurance claims ‘ $2, 217, 036 $2, 024, 000 $2, 417, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation ; | $2, 240, 000 $2, 024, 000 $2, 417, 000 
Obligated balance brought forward 182, 331 175, 746 
Total budget authorizations available 2, 422, 331 2, 199, 746 2, 417, 000 


EXPENDITURES AND BALANCES 


Expenditures 





Out of current authorizations 2, 041, 290 2, 024, 000 2, 215, 000 
Out of prior authorizations L, 180, 102 175, 746 
Total expenditures . | 2, 221, 392 2, 199, 746 2, 215, 000 
Balance no longer available: 
Unobligated (expiring for obligation a 22, 964 
Other a 2, 229 : 
Obligated balance carried forward 175, 746 202, 000 
Total expenditures and balances ee 2, 422, 331 2, 199, 746 2, 417, 000 


Mr. Tuomas. Mr. Reporter, I wonder if you would be good enough 
to put page 135 in the record, “Annuities under special acts.” 
(The material referred to is as follows:) 


ANNUITIES UNDER SPECIAL ACTS 


The amount requested represents estimated requirements for fiscal year 1958 
for payments under the Panama Canal Construction Act and to widows of former 
employees of the Lighthouse Service. 





Appropriated 1957__-_- _ ea a eT ee 
Requested 1966...............«- ahaha nea eat esse lpegicsoms—siucl | » gia 
Peoweete 261043 220 Ll. ieee As ts $500 tl. 393, 000 


The request for 1958 is for continuation of annuities authorized. Few addi- 
tional clalms are expected under the Panama Canal Construction Act and, on 
the basis of available information, it appears that receipts of claims for benefits 
by widows of former employees of the Lighthouse Service will remain at a fairly 
constant rate for the next few years. However, the increase of $393,000 in the 
amount requested for 1958 over the amount appropriated for 1957 is due pri- 
marily to anactment of Public Law 761, 84th Congress, approved July 24, 1956, 
granting increases in the annuities of certain officials and employees engaged in 
and about the construction of the Panama Canal. 


Mr. Tuomas. “Annuities under special acts’—apparently there is 
no limit to the constant raising of this item, is there? 

Mr. Younc. We have no control over that appropriation, Mr. 
Chairman. 

Mr. Tuomas. The only one who controls this is inflation. 

Put in the table on page 136. 
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(The table referred to is as follows :) 


Statement of funds required to finance the Panama cone construction annuity fund 
for the fiscal year ,195: 





Number | Annual Amount 

















rate 

Annuity roll as of July 1, 1956...................-.-- Geena ed kawaii 2, 549 $900 | $2, 204, 100 
Anticipated additions, fiscal year 1957...............--..---..--.-..---- 20 755 15, 100 

NTE ee en teed nao 2, 569 |......- 2, 309, 200 
Less drops, fiscal year 1957, for death.............__..- eens 180 | 900 162, 000 
Fe Be iin bcbetoce wes coccbexchachéenesonnncoeces 2, 389 Pace 2, 147, 200 
Anticipated additions, fiscal year 1958 (10X755X14. 08) 10 106, 300 

Rt tap cbakuscont Sikeattbataasls weyagss 1:4 je SO |. 2, 253, 500 
Less Pn 1958, IEE Teenie tion bec eae idenmed 190 450 85, 500 
Funds required for fiscal year 1958_-.._____- | 2, 200 ie . 2, 168, 000 





Statement of funds required to finance payments to widows of former employees of 
the Lighthouse Service for the fiscal year 1958 











| Number} Annual Amount 
| rate 
atc A ens Deh heheh pn a |—~— 
Annuity roll as of July 1, 1956 ; : ‘ | 400 $600 | $240, 000 
Anticipated additions, fiscal year 1957 25 | 600 15, 000 
Total__- ig 425 | 255, 000 
Less drops, fiscal year 1957, for death_- | 15 600 9, 000 
| = = nee =i — 
Annuity roll, July 1, 1957 410 |___. 246, 000 
Anticipated additions, fiscal ye ar 1958.- | 25 300 | 7, 500 
Total ; 435 253, 500 
Less drops, fiscal year 1958, for death___- - , fe ae a 15 300 | 4, 500 
Funds required for fiscal year 1958_-___.- | 420 | : $249, 000 


Mr. Tuomas. How fast is this group falling off in numbers? In 
amount it is not falling off. 

Mr. Youna. There are a smaller number but higher annuities. 

Mr. Wriu1aMs. We expect 20 increases and 180 drops during fiscal 
year 1957. The numbers are falling off at a pretty fast clip. 

Mr. Tuomas. July 1, 1957, 2,389 on the roll, on the Panama con- 
struction end of the fund; is that correct ? 

Mr. Wiu1aMs. That is right. 

Mr. Youna. Dropping of 100 a year 

Mr. Wiu1aMs. 180 in 1957; 190 in 1958. 

Mr. Macy. Of course, the drops will accelerate in future years. 

Mr. Tuomas. Turning back for a moment to our discussion under 
Payment to the civil-service disability and retirement fund, Mr. 
Chairman, I wish that you and your ¢ olleagues would have your legal 
staff prepare for the committee language working out a limitation on 
the use of these funds which will seek to prevent the further de- 
terioration in the retirement fund by the addition of more benefits 
without funds first having been appropriated to the fund to defray 
those additional benefits. 

Is that clear? 

Mr. Youne. Yes, sir. 

Mr. Tuomas. What do you think about the idea ? 
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Mr. Youna. Well, I think it would be in keeping certainly with 


our general approach to have the retirement fund on a pay-as-you-go 
basis. 


Mr. Tuomas. You cannot improve on that. 


ADMINISTRATIVE Expenses, Empioyees’ Lire INsurance Funp 


Program and financing 





| 1956 actual | 1957 estimate | 1958 estimate 


$115, 858 | $117, , 500 $233, 000 


447, 500 | 233, 000 











1956 actual | 1957 estimate | 1958 estimate 


07 Other contractual services - -- cbstisnaiod daniail $100, 736 $117, 500 $233, 000 
09 Equipment a Leeeieaae 15, 122 | at i 2.3.33 


Total obligations. __.........---- kiisiasias en Sehdied | 115, 858 | 117, 500 233, 000 





Mr. THomas. Let’s take a look at page 138, the expense limitation on 
the employees’ life-insurance fund. There is no appropriated funds 
involved. The employees pay this expense. And the purpose of the 
limitation is to assist the Commission in holding the expense down. 

We will insert page 138 in the record at this time. 

(The material is as follows:) 


EXPENSE LIMITATION—ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE 
, 
INSURANCE FUND 


C omppenaiine summary statement 


1956 actual 1957 authorized 1958 estimate 





} 
Aver- Aver- Aver- 

| age po- | Cost age po- Cost age po- Cost 
| sitions | sitions | sitions | 





Other contractual services: | 
Personal services... ‘ 5 | , 21g $86, 200 
Travel. ; 85 it 1, 000 
Communication serv ices Ss ‘ lance | 2, 589 |_.-- 7, 000 
Rents and utility services... | SOS Fw 10, 300 
Printing and reproduction. .___. : 10, 101 }....-- 12, 000 
Supplies and materials__-___-. Dd | 2, 184 ee, 1, 000 
Equipment, expendable aaa 495 
Contribution to retirement fund 


‘Total, other contractual services - 15 100, 736 | 16 117, 500 
Equipment, nonexpendable__...__-..-- a | 15, 122 | 





Total, expense limitation _ _- - 15 | 115, 858 | 16 117, 500 





Mr. Tuomas. The table shows that for 1956 you had 15 employees. 
You had 16 this year. You want to jump to 32, for a total cost of 
$159,700. We have $1,000 worth of travel in here; communication 
services, $18,400; reproduction and printing, $24,100; and $11,600 
for contribution to the retirement fund. A total of $233,000 this 
year, against $117,500 last year, with 32 employees this year against 
16 for last year. 
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GENERAL STATEMENT 


Insert pages 139, and 140, and 141. 
(The material is as follows:) 


GENERAL STATEMENT 


The Federal Employees’ Group Life Insurance Act (5 U. S. C. 209ff, as 
amended by Public Law 356, 84th Cong., 69 Stat. 676, Aug. 11, 1955) provides 
that the employees’ life-insurance fund is available for any expenses incurred 
bythe Civil Service Commission in the administration of the act within such 
limitations as may be specified annually in appropriation acts. 

There are approximately 2,156,000 employee participants in this country and 
overseas. This is approximately 96 percent of the employees who are eligible. 
Estimated insurance coverage for this group is $10 billion. 

By August 17, 1957, approximately 149,000 members of 25 Federal and District 
of Columbia employee beneficial associations with assets of approximately $18 
million and insurance coverage of approximately $221 million will also be insured 
because of the August 11, 1955, amendment to the law, which authorized the 
assumption by the life-insurance fund of insurance agreements of employee 
beneficial associations and permitted insurance coverage for employees now 
in Federal service. Coverage under the original law was limited to retired and 
separated employees only. 

Through June 30, 1956, $117,100,000 was withheld from the salaries of em- 
ployees covered under the regular program and deposited into the fund. The 
Government contributed $58,550,000 to the fund for this group. It is estimated 
that in fiseal year 1958, $66,700,000 will be paid into the fund by these members, 
and $33,350,000 by the Government. Employees in this group contribute 25 
cents per $1,000 of insurance each biweekly pay period, and the Government 
contributes one-half that amount. 

Through June 30, 1956, $83,200,000 has been paid under the policy in life 
insurance benefits to survivors of insured members and in dismemberment bene- 
fits to insured members. There are approximately $12 million in accrued bene- 
fits awaiting the filing of papers and claims. It is estimated that $60 million in 
life insurance and dismemberment benefits will be paid out in fiscal year 1958. 

Most of the difference between receipts and benefit payments under the policy 
is placed by the insurer in a contingency fund which is used primarily to pay 
benefits accruing to the survivors of retirees—a group which will rapidly increase 
as more insured employees reach retirement age. As of November 19, 1955, the 
end of the last completed policy year for which an accounting has been made, 
there was a total reserve of $50,779,000, of which $47,633,600 was held as a special 
contingency reserve by the insurer at interest, and $3,145,400 was on deposit in 
the Treasury of the United States. 

Through June 30, 1956, individuals whose beneficial life insurance agreements 
have been assumed by the fund paid $248,900 into the fund. It is estimated that 
in fiscal year 1958, $1,700,000 will be paid into the fund by this group. Former 
members of beneficial associations continue to pay premiums according to the 
rate schedules in effect at the time their life insurance agreements were assumed 
by the fund, but the Government makes no current contributions to the fund for 
these indivduals as it does for employees covered under the regular program. 

There is no contingency reserve fund to be held by the insurer under the policy 
eovering members of beneficial associations. That policy calls for a refund to 
the Commission at the end of a policy year of any premiums in excess of the 
total of claim, expense, and risk charges under the policy. The refunded 
premium would be deposited in the Treasury of the United States to the credit 
of the employees’ life insurance fund. No such refund is due as yet because the 
first policy year does not end until December 31, 1956. 


Forecast of supplemental request for increase in administrative expense limita- 
tion for fiscal year 1957 


Total required, 1957 
Present limitation, 1957 
Increase in limitation, 1957 


The Commission had to discontinue negotiations for assumption of the 9 
remaining beneficial associations comprising 95,000 members in fiscal year 1956 
because the amount allowed in the administrative expense limitation was in- 
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sufficient to permit completion of this work. Also in fiscal year 1957, the expense 
limitation is insufficient to permit the assumption of the remaining beneficial 
associations. The assumption of the insurance agreements of members of Fed- 
eral and District of Columbia employee beneficial associations includes the cost 
involved in setting up individual records as well as preparing notices of premiums 
due, and receiving, depositing, and accounting for individual premium pay- 
ments. The expense limitation requested for fiscal year 1958 does not include an 
amount to provide for takeover costs. The increase in fiscal year 1958 covers 
only the amount needed to fully maintain the additional 95,000 members of the 
9 employee beneficial associations not yet in the program. 
Mr. Tuomas. This is worth reading: 


The Federal Employees’ Group Life Insurance Act provides that the employees’ 
life insurance fund is available for any expenses incurred by the Civil Service 
Commission in the administration of the act within such limitations as may be 
specified annually in appropriation acts. 

There are approximately 2,156,000 employee participants in this country 
and overseas. 

You don’t have to be exactly under the civil service retirement sys- 
tem, do you / 

Mr. Youne. Oh, no. You are covered. 

Mr. Tuomas (reading) : 

This is approximately 96 percent of the employees who are eligible. Esti- 
mated insurance coverage for this group is $10 billion. 

Mr. Jonas. Am I correct in this assumption? When an employee 
leaves the Federal service, he does not have any equity in the msur- 
ance that he has paid for. It is term insurance, isn’t it / 

Mr. Youna. That is correct. This is a term insurance program. 
He does not have any equity init. What he does have is the privilege 
of converting his Government life insurance to regular insurance at 
standard rates without a physical examination. 

Mr. Jonas. But if he leaves the service of the Government without 
having withdrawn any benefits, what he has paid in belongs to the 
fund. 

Mr. Young. That is correct. The fund has paid his premiums. 

Mr. Tuomas. He has certain rights after that. 

Mr. Jonas. I am talking about “les aving the service—the 16 percent 
of the employees who resign and leave the service. 

Mr. Tuomas. If you retire, then it is depreciated down 5 years for 
free, down to what, 45 percent of the total ¢ 

Mr. Irons. The policy starts depreciating at age 65, 2 percent a 
month. 

Mr. Jonas. Employees who resign from the Government service 
have no equity. 

Mr. Youne. They have just paid for the coverage of term insurance 
for the period involved. 

Mr. Tiromas. What part of this $159,700 that you estimate for 1958 
is going to take care of nothing but the Government group life insur- 
ance—$117,500 ? 

Mr. Irons. Of the $159,700 for personnel services requested in 1958, 
about $84,000 is for the regular group life program. To comply with 
existing commitments and exclusive of any new takeovers we shall 
need a total of $117,500. The increase is for the section 10 beneficial 
associations yet to be acquired. I do not have it broken down. 

Mr. Tuomas. All right. August 17, 1957, approximately 149,000 
members in 25 associations. In other words, you have taken in about 
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54,000 and the remainder of them are on the outside and they want to 
come in. There are nine associations left ? 

Mr. Irons. Nine associations—about 95,000 members. 

Mr. Tuomas. Sixteen employee associations, with 54,000 members, 
$5 million assets, insurance coverage, $82 million have been brought 
in. How many associations are left to be brought in? 

Mr. Youna. Nine left to be brought in. 

Mr. Tuomas. With 95,000 members. How much money is that 
going to cost to bring in these people? How much are you going to 
lose on it a year? 

Mr. Irons. The total program consists of the 95,000 members to be 
assumed and the 54,000 already assumed. We estimated, when this 
was before the House Post Office and Civil Service Committee, that by 
the time the last man of those associations died, it would cost the 
group life insurance fund about $33 million. That, of course, is over 
a long period of years. 

Mr. Tuomas. As I understand, if you bring them all in, you are 
going to pay for the cost of sending out statements, and so forth. 

Mr. Irons. That is part of the $33 million. 

Mr. Tuomas. That is what I say—that is an item of expense. In 
other words, you are going to run an insurance business for them. 
Now, under the group plan, how is that administrative expense 
handled? That is the big item. ‘The agencies themselves deduct the 
premiums and send them over to you; don’t they? 

Mr. Irons. They send it over to us. 

Mr. Tuomas. And you use 12 or 15 employees to do your book- 
keeping. But if you take in these 95,000, it is going to take a staff of 
how many to send out monthly statements, credit their accounts, and 
so forth? 

Mr. Irons. We need a total staff of 32 to do the entire life-insurane 
program, including the main program. 

Mr. Tuomas. And the purpose of the group life-insurance program 
was to do just exactly that, to supply to the Federal employees pr: - 
tection at a more or less cost figure, a cheap figure. 

Mr. Irons. Yes, sir. 

Mr. Tuomas. And then for the Government to come in and take in 
these 25 associations is a double favoritism for a handful of people; 
isn’t it? 

Mr. Irons. Well, it all depends where you sit, Mr, Chairman. The 
members of those associations felt very strongly that when the Gov- 
ernment program went into operation, that we in effect put them out 
of business so they could not acquire new members. But they are 
Federal employees. 

Mr. Tuomas. You were giving them something instead at a very 
cheap figure. 

Mr. Irons. That is correct. 

Mr. Tuomas. Well, what is the validity of the complaint? 

Mr. Irons. I have a little difficulty arguing the validity because 
the Commission’s approach was we should not do this. 

Mr. Moore. There is a discrimination involved here, I think. We 
have taken over 16 associations, and there are 9 which have not been 
taken over. The only thing I hope you will consider is the equity 
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involved, and the discrimination against these nine associations if 
we are denied the authorization requested. 

Mr. Vursett. May I ask, why did we, in the first place, take over 
the 54,000? 

Mr. Moore. Because © ongress said to do it. 

Mr. Youne. We didn’t want to do it. 

Mr. Vurseii. That is a very good answer, and I think it was a 
colossal mistake for Congress to do it. 

Mr. Macy. By that statute we have to complete the takeover by 
August 17 of this year, 1957. 

Mr. Yates. In glancing through the budget, I notice where there 
may be some reductions in permanent positions for some of the 
agencies, but there were increases in temporary positions. Have you 
noticed that among the agencies in Government, that there have been 
increases in the new budget in provisions for the employment of 
temporary employees? 

Mr. Youne. I had not noticed that, Mr. Yates. Our estimates for 
the continuing employment level are about the same, fiscal 1957 and 
1958, as it is now—2,390,000. 

Mr. Yates. Are these the employees under the classified civil service, 
or both ? 

Mr. Youna. Well, that would be both, that total level of 2.59 million, 
of which about 85 percent are under the competitive civil service. 

Mr. Yates. And the temporary employees are not considered to 
come under the classified civil service 4 

Mr. Youna. They could do either. 


DEFICIT IN CIVIL SERVICE RETIREMENT FUND 


Mr. Yares. Unfortunately, I was not in the room .when you dis- 
cussed the civil service retirement fund, and you may have covered 
the answer to this question. But in your request for appropriations, 
do you ask for a sufficient amount to prevent an additional deficit 
to the current deficit in the civil service retirement fund? 

Mr. Youna. No; all we are asking for is a matching amount for 
the Civil Service Commission, as an agency, as all agencies have asked 
for a matching amount in their appropriation requests. 

Mr. Yates. Will this be enough to prevent the deficit from in- 
creasing ? 

Mr. Youne. The deficit will continue to increase. In addition, 
decrease of the interest rate as increase in pay rates will cause an 
increase in the deficit. 

Mr. Yates. Yes. I would assume so. But your justification on 
page 137 (b) indicates a deficiency at October 1, 1956, of $17,454,- 
088,000. What amount are you asking for? What is the amount of 
the payroll contribution ? 

Mr. Youna. Governmentwide, it is next to the last figure on that 
page—$559,313,000. 

Mr. Yates. All right. So that the Government cost not met by 
agency contributions will be $564,210,000. 

Mr. Younea. That is correct. 

Mr. Yates. And the $17 billion deficit, which I previously read off, 
will be increased by that amount, being the current deficit. 
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Mr. Youna. That is correct. 

Mr. Yares. In a colloquy that I had at an earlier meeting of the 
Appropriations Committee with Secretary of the Treasury Hum- 
phrey, in which Congressman Gary, of Virginia, participated, they 
were under the impression that as long as the Government appropri- 
ated sufficient funds to match the employee contributions, this would 
keep the fund actuarially sound. This is an untrue conclusion; is it 
not? 

Mr. Young. Well, it would more than cover the expenditure during 
the course of the year. It has very little relationship to the deficiency. 
There is no question about that. 

Mr. Yares. Well, as a matter of fact, it increases the deficiency— 
it is increasing the deficiency by the amount of $564,210,000. 

Mr. Youne. Yes—that is the amount which is not met by the 
Government agency contribution; that is correct. 

Mr. Yates. Did the chairman ask you this morning as to whether 
or not that amount or any portion of that amount should be appro- 
priated by us in order to keep the fund actuarially sound ? 

Mr. Tuomas He testified before the Bureau of the Budget. 

Mr. Yates. Did the Bureau of the Budget tell you why they denied 
it ¢ 


BUREAU OF THE BUDGET LETTER ON PAYMENT TO CIVIL SERVICE RETIREMENT 
FUND 


Mr. Youne. In a letter addressed to me by the Director of the 
Budget, dated November 30, 1956, it is stated as follows: 

Beginning with the fiscal year 1958, all agencies of the Federal Government 
are required, under Public Law 854, to make payments to the civil service retire- 
ment fund. Accordingly, funds are being provided in the budget allowance 
for each agency for payments at 6% percent of payroll. These payments during 
fiscal year 1958 will exceed the estimated benefit disbursements during fiscal 
year 1958 from the fund, and also will be greater than the direct governmentwide 
contribution made during 1957. In view of these and other considerations, no 
separate governmentwide appropriation to the civil service retirement fund is 
recommended for the fiscal year 1958. 

Mr. Yares. Last year we were up against the same problem, were 
we not ? 

Mr. Macy. Except there was no Government contribution required 
by statute at that time. 

Mr. Yates. That is correct. 

Mr. Youne. We are required to estimate the normal cost and submit 
that to the Bureau of the Budget. Reading from the law, it says: 

The Commision shall submit estimates of the appropriations necessary to 
finance the fund on a normal cost-plus-interest basis and continue this act in 
full force and effect. 

And that is what the Commission did. 

Mr. Yates. Does the law require the Commission to do anything else 
other than submit the request for these funds? Does the law require 
you to submit a request for these funds to the Bureau of the Budget, 
or just submit the computation on them ? 

Mr. Youne. Submit the estimates of the appropriations necessary. 

Mr. Yates. I don’t know whether this is the equivalent of a request 
for funds or not. I guess it is not. It is just the fact that you submit 
it to them and leave it up to them, and you have no obligation with 
respect to the funds after that, do you? 








Mr. Young. We have nothing to say as to what the Bureau of the 
Budget and the President determine shall be included in the budget. 

Mr. Yares. The language itself says, and I read from Public Law 
854, section 17 (e) : 

The Commission shall submit estimates of the appropriations necessary to 
finance the fund on a normal cost-plus-interest basis and to continue this act 
in full force and effect. 

Mr, Youne. There have been several years of discussion over that 
last clause, as to what it means. 

Mr. Yates. Yes. I was just thinking as to what that last generic 
clause meant. Well, what is the effect of this increase in deficiency ¢ 
Where do we wind up in time—with a $20 billion or $25 billion deficit? 
Will we have to face that some day ? 

Mr. Youne. Well, it seems to me just as good as the credit of the 
United States Government. If you cannot meet it as called upon, as 
pointed out in my testimony this morning, I think we are all out of 
a job anyway. The Government’s credit would be no good. 

Mr. Yates. Except that I contemplate a time that the pressures may 
be enormous to reduce the amount of benefits that retired civil servants 
may have coming to them. We will be faced at some future time with 
making appropriations in the amount of billions of dollars, will we 
not, in order ot meet then current expenses. 

Mr. Young. It will gradually increase over the years, as you get 
more and more people on the retirement rolls, or as you may get addi- 
tional pay increases, which probably has as much marked effect on 
it as anything. 

Mr. Tuomas. Continuing pay increases increases your deficit, 

Mr. Youne. Yes; that is what I thought we were talking about. 
Or you can have a straight out-and-out increase in annuities as well. 

Mr. Yates. For the retired annuitant. But has anybody at the 
Commission or the Commission fund computed the time as to when 
this addition to the deficit of $564 million may be expected to become 
an actual liability payable to people who are now working? 

Mr. Irons. We never have; no. It is in the dim, distant future— 
I know that. 

Mr. Yates. When you say the dim, distant future—you have 2 
million employees working for the Federal Government now. Some 
of those people will be retiring progressively and presumably have to 
be paid out of funds represented by the deficit. Isn’t that correct? 

Mr. Irons. Well, not necessarily paid out of the deficit that is not 
being provided for here, because you do have a recurring income here 
of contributions from approximately 2 million employees all the time. 
You have the matching contributions by the Government agencies, 
as well as interest on the fund. 

Mr. Yates. Yes. But this becomes smaller and smaller with the 
passage of years, doesn’t it? The fact that you have this coming in 
now, overcoming your current liabilities, doesn’t mean that in suc- 
ceeding years this same thing will take place—because you do not 
envision a constantly increasing Government force. 

Mr. Irons. Let’s assume the Federal employment remains station- 
ary and the salary level is stationary, which would mean your 64% 
percent contributed by the employee and the 614 percent contributed 
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by the Government would remain relatively stationary, plus the 
interest on the fund. At some point in the future, the increasing 
disbursements caused by more people being on the retired rolls would 
come up to match that income. When that time happens, that is when 
the balance in the fund would start to go down. 

Mr. Yates. Well, if I understand your argument correctly, it is 
that the payments made by the Government and by then employees 
who are working for the Government into the fund will presumably 
match the necessity for paying out pensions to the retiring employees. 

Mr. Irons. It is above that right now. 

Mr. Yates. Is a constant factor. 

Mr. Irons. I said our income will be relatively constant, assuming 
we have a level employment and level salaries. 

Mr. Yates. Yes. 

Mr. Irons. Our disbursements are below that point right now. Our 
disbursements will gradually climb as we have more people go on the 
retired rolls. And at some point in the future, the disbursements will 
exceed the income. And at that point, then the balance in the fund 
will start to decrease. 

Mr. Yates. The question I asked is when do you get to that point? 

Mr. Tuomas. At this point insert in the record your disbursements 
last year and your income last year, and you have a pretty good idea 
of the average age of your employees now. 

Mr. Jonas. They have estimates for 1958. We could put that in. 

Mr. Tomas. It is not too hard a calculation to figure out when you 
are going to meet the point of diminishing returns in your fund. 

Mr. Irons. I think it could be done. 

Mr. THomas. Give us a little quick computation here. 

Mr. Irons. You want just a little off-the-cuff actuating here? 
Brother, can you get in trouble doing that. 

Mr. Yates. You are going to see the transcript later on and you 
can correct it, when you have your calculator back in your office. 

Mr. Irons. I would think it would be at least 15 years—at least 
15 years. 

Mr. Yates. Before the two lines cross. 

Mr. Irons. Before the two lines cross. 

Mr. Tomas. How much did you pay out and take in last year? 

Mr. Jonas. At the time the lines cross, you still have a $7 billion 
surplus. It is seven now. And it will be increased by $10 or $15 
billion surplus then. We cannot get in any trouble as long as we keep 
appropriating each year an amount sufficient to discharge the claims 
that have to be met. 

Mr. Yates. But we are not doing that. 

Mr. Youne. Yes, we are. 

Mr. Yates. You mean the current claims in each year. How do you 
arrive at that computation of 15 years? What are the figures. 

Mr. Irons. That’s not fair. I did that one in my head. 

Mr. Yates. You must have had some idea. 

Mr. Irons. All I can do—T have to assrme a constant employment 
and constant salary, which would produce an income from the 
agencies and from the employees of almost $1.2 billion a year. Now, 
we are paying out at the present time somewhat around $500 million 
a year in claims. And I would anticipate that that would go up 
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somewhere between $50 and $100 million a year for quite a few years, 
particularly with this more liberal retirement act. 

Mr. Tuomas. You are not taking in that much. You are taking 
in 614 percent of $18 billion. 

Mr. Irons. Six and one-half percent from the employee and 614 
percent from Uncle Sam, plus interest on the $7 billion fund. 

Mr. Tuomas. You are not taking that in, in one sense of the word— 
that has already been taken in and you are just counting it. 

Mr. Jonas. Isn’t this the answer. You are thinking in terms of 
a private insurance company that does not have appropriating 
authority. Now, we are a government. As long as we have the 
power to appropriate this money each year to keep from going 
in the red, this fund is not in danger. 

Mr. Yares. That is not true. I mean as an abstract principle, you 
are right—that is true. But when the pressures start mounting, 
with these other costs that we have in current appropriations, at 
some time in the future, unless we find some way of bringing this 
budget. down, when the costs start mounting and we have to start 
asking people for more taxes in order to make payments for people 
retiring under these retirement funds, you are going to have to start 
appropriating a half billion dollars more or a billion dollars more 
or $2 or $3 billion more. Now, I will ask my friend from the fund— 
isn’t that a likelihood ? 

Mr. Irons. Yes; at some point. 

Mr. Yarrs. At some point it is going to be a likelihood. If you 
have a big budget for other things, there may be some protests 
against such an appropration, just as there is now, of appropriating 

*500 million or more. There will be some protests made in the 
future. —‘Why do we have to appropriate this money for the retired 
employees.” And they are going to think in terms of cutting down 
on the employees’ benefit. And this is the time that Mr. Thomas 
has retired, and he doesn’t want his benefits cut down. So I think 
it isa real factor that we have to meet. 

Mr. Vursett. Do you have the figure now that you could put in 
the record as to what this deficit was on July 1, 1953? 

Mr. Wittrams. We could furnish it for the record, sir. 

Mr. Macy. We give it to you each year. 

Mr. Jonas. The truth of the matter is it has been cumulative from 
the beginning. 

Mr. Yares. We just haven’t made sufficient appropriations. 

Mr. Tuomas. Free riders going into the fund, not paying anything 
but taking out. 

Mr. Jonas. In order to do what you want to do, we would have to 
put eee oe 

Mr. Yates. I do not propose that. That is not true. I do propose 
we meet this current obligation. Why should we let the deficit be 
increased year by year? Somewhere along the line we are going to 
have to meet that. I have asked our friend to compute that place. 
He says it will be somewhere around 15 years from now. 

Mr. Irons. At least. 

Mr. Yates. Can you make a more accurate calculation for the 
record ? 

Mr. Irons. I think I can make a chart that will give you a relatively 
fair picture of it. 
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Mr. Yates. As to when it starts, what the figures will be from the 
point it starts poosrerey forward. 
Mr. Irons. We will do the best we can on it. 


(The information requested is as follows :) 


The present Retirement Act requires employee deductions of 6% percent of 
salary, with matching contributions by employing agencies. If total income of 
the retirement fund is limited to these deductions and contributions, plus interest 
on the balance in the fund, it is estimated that the balance will increase through 
the fiscal year 1972. 

Thereafter estimated benefit payments will exceed total income. The estimated 
balance of $13.6 billion in 1972 would thereafter steadily decrease unless addi- 
tional income were provided. 

If income to the fund were limited to employee deductions and interest (with- 
out the matching agency contributions), the balance in the fund would increase 
to about $7.8 billion in 1960. Thereafter benefit payments would exceed income 
and the fund would rapidly decrease. 

These estimates are based on an assumed level payroll of nearly $9 billion and 
an interest rate of 3 percent on the balance in the fund. An increase in either 
of these items would defer the time when the fund would begin to decrease, since 
such increase would raise current income. (In the case of higher salary scales, 
benefits would also be increased, but the full effect would not be immediate.) On 
the contrary, a smaller payroll or a lower interest rate would hasten the time 
when the fund would begin to decrease. 

Mr. Vursetzi. Mr. Chairman, I would like to put in the record that 
the deficit as of June 30, 1953, of this fund was $9,911,528,000. I should 
just like to make the observation that there is at least a possibility 
that one of these days we will be out of the cold war, and that we 
may be able to get the budget under control, and gross national product 
will keep increasing and have years of prosperity—doubtless we will 
find it convenient and not too burdensome to supply this deficiency, 
somuch a year. I would think that would be within the realm at least 
of consideration. 

Mr. Yares. I think that is what the Bureau of the Budget thought 
of when it did what it did. 

Mr. Vursetu. I think at the present time that it would be very ill 
advised to make greater contributions on the part of the Government 
than it is making under the new law—each of the administrative 
departments should be called upon to appropriate the necessary 
amount of money as we are doing now to keep from going further and 
further into deficit. 

Mr. Yares. Is that what the Republicans call sound fiscal policy ‘ 

Mr. Vursetxi. Well, I know fiscal policies that could be worse than 
the Republican fiscal polic’ y. 

Mr. Yares. Mr. Young, I think this is the first statement I have 
seen of yours which does not mention the security program. Was there 
a reason for that ? 

Mr. Youne. We talked about it a little in connection with the Co/¢ 

Young case this morning, and I furnished a short summary of 
that case for the record and the i impact of that decision on the work of 
the Commission. 

Mr. Yarers. Are the numbers of security firings still continuing as 
they have in previous years‘ In previous years you have given the 
committee some statistics in the number of employees that “had been 
discharged for security reasons. Did you furnish us statistics this 
morning ? 

Mr. Youne. The compilation of statistics on the security program 
as we have given in the past was discontinued after the Supreme 
Court decision last summer. 
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REDUCTION IN FEDERAL BUDGET 


Mr. Yates. I was impressed by Secretary Humphrey’s statement 
before the Appropriations Committee, a statement which seemed to 
me to contain much frustration, because he said that he had tried to 
cut the budget, and he hoped that the Congress would cut it. With 
the experience that your agency has had, in reviewing the number 
of employees in the Government, do you have any suggestions to offer 
in that respect, as to how the budget may be cut? Are we overstaffed 
or are we understaffed throughout the Government ? 

Mr. Youne. Well, I suppose the contributions in the retirement fund 
is one place where it might be reduced. 

On the staffing problem 

Mr. Yates. That is something I do not understand. You mean a 
further cut in the contributions than the amount you requested ? 

Mr. Youna. Well, the agencies are requesting appropriations this 
year for more than will be necessary to meet expenditures from the 
fund during the coming year. 

Mr. Yates. Well, that would increase the deficit again, wouldn’t it? 

Mr. Youna. It would tend to increase the ultimate deficit. But the 
ultimate deficit is only as good as the credit of the United States Gov- 
ernment, and it becomes pretty much a theoretical and actuarial prob- 
lem as to whether you want to treat it as a real deficit or a credit 
problem of the Government. 

On the staffing problem, let’s talk about that for a moment. That 
is something which we, of course, have a great interest in. One of the 
main objectives of the Commission these days is to do everything 
possible in its power to create more effective utilizaiton of people in 
the Government service, something on which we have done some work 
on almost all aspects of the Commission business. And I think we 
have made a great deal of progress. 

The overall level of Federal employment, so far as we can see, is 
going to stay about the same as it is. That, of course, is largely due 
to two things. First, 50 percent of all your civilian employees are 
in the Defense Department, and that is dependent directly on the 
state of the national security and defense programs. Those are sub- 
ject to very rapid change and fluctuation, combinations of programs, 
the abolition of programs, and it is very difficult to tell what you can 
do, at least from our point of view, with respect to the staffing problem. 

Another 30 percent of your employees are in the Post Office Depart- 
ment and in the Veterans’ Administration. Now, both of those are 
expanding and not contracting businesses. So that even though you 
might tend to decrease to some extent in your other agencies, vou 
inevitably look for a gradual increase in the VA and the Post Office 
Department as their business increases. That can only be offset by 
further advances in automation, in mechanical procedures, and that 
sort of thing to take the place of personnel. Whether this would 
reduce cost is another question. 

So that, while we are doing everything we can, we still cannot see 
any marked change in the level of employment. 

Mr. Yates. As far as your examinations are concerned, you do not 
feel there is an overstaffing in various agencies of the Government. 
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Mr. Youne. Talking in general terms, no. You can always find 
a specific place here and there where there is overstaffing, and you can 
always find a place that is understaffed. 

Mr. Yates. Do you make investigations of the various agencies to 
determine whether such an overstaffing exists? 

Mr. Youne. We do not, specifically, in those terms. You will find 
in the explanation here what we cover on these inspections and the 
additional things we have been doing, both as a result of requests of 
Congress and as a result of our own needs in the executive branch. 
However, we are very apt to pick up some information or instances 
from time to time where it may look as though there were some kind 
of overstaffing. There, of course, again, it is a problem for the man- 
agement of the department and agencies, and if we find that kind of 
a situation, we will undoubtedly call it to the attention of the depart- 
ment. 

NEED FOR SUPERGRADE POSITIONS 


Mr. Yares. I have seen statements by various members of the execu- 
tive branch who hold responsible positions complaining about the fact 
that Government salaries are too low to attract the type of personne! 
that the Government needs. We in this committee, as we have listened 
to the requests for appropriations of various agencies, have wondered 
about the need for increasing the number of supergrades in certain 
positions, salary increases in other positions. You must have given 
this consideration and discussion, because I am sure you have applica- 
tions for increases in grades and for increased numbers of supergrades 
in certain positions. The Federal Trade Commission was before us 
yesterday, and they had a request for additional supergrade posi- 
tions. 

Do you envisage that the Federal Government will have to increase 
the number of supergrades and increase the salaries in order to attract 
more competent personnel ¢ 

Mr. Youna. Well, my standing position every time I have appeared 
before this committee in the last few years, and I still believe in it, is 
there should be no limitation on the number of supergrades at all. 
I think whatever limitation is put on them should be imposed by the 
President. He should have that discretionary authority in terms of 
the shifting needs of the executive branch, and the needs do shift 
sometimes very rapidly. 

Again, there is no doubt in my mind but that additional supergrades 
are necessary in the executive branch. They are not always necessary 
in the same place. That is where one always gets into difficulty in 
terms of authorizing supergrades for the specific use of a particular 
agency without them becoming available at any time to any other 
agency. 

You may recall a few years ago a large number of supergrades were 
authorized for the Bureau of Internal Revenue—I believe 90, if my 
memory is correct—and I do not believe more than 75 of those were 
ever filled at any one time. But no one else in the Government could 
use the remaining balance of 25. They were stuck there on the shelf 
of the Bureau of Internal Revenue and, from our point of view, went 
to waste, when other people were crying out in need of them. 
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Mr. Evins. You testified earlier that your Commission had made 
an evaluation of the qualifications in the departments of grade 15 
employees. What was the result of that investigation and what were 
your findings in this area ? 

Mr. Youne. That was of one particular department, if I remember 
correctly, in which we did do a special study at the request of one 
of the House committees. 

Mr. Evins. You made the investigation, but what was the result 
of the investigation ¢ 

Mr. Macy. My recollection is that, in the great bulk of the cases, the 
individuals were qualified for the level of job that they were in. We 
rendered a report to the committee involved. 

Mr. Evins. You found some employees that were not qualified, and 
you merely submitted a report to the agency for their action. 

Mr. Macy. Yes, sir. It happened that these were positions outside 
of the civil-service system we were looking at for that committee. 

Mr. Youna. That was a special study made for a specific purpose. 



















NEED FOR A STUDY OF FEDERAL PAY SYSTEMS 






Mr. Yares. I remember one agency that appeared before us—I 
think it was the Home Loan Bank Board—which stated that it had 
requested permission to hire examiners, auditors, at a certain grade, 
of the Civil Service Commission, and the Civil Service Commission 
turned them down on the ground that bank examiners for the FDIC 
were hired at grade 9, and therefore they could not hire anybody as an 
examiner who was above grade 9. Does that make sense to you? 
This is a job that has to be done, you have to have a fairly com- 
petent person to act as a bank examiner. He must have some kind of 
auditing experience in his background. Can you hire such an auditor 
and pay him only the salary that goes with a grade 9% They said 
they could not do it. They said they applied to the Civil Service 
Commission for authority to have an increased grade rating for 
that purpose, and they said that they were turned down by the Civil 
Service Commission. 

Mr. Youna. Very likely. Of course, this goes to the heart of the 
whole rigid classification system, and it gets down to my own feeling 
about this whole pay problem—that we have to have a very thorough 
review, analysis, and overhauling of the whole pay system of the 
executive branch. 

Mr. Yates. Why don’t we do it? 

Mr. Youne. I think we are getting ourselves into an extremely diffi- 
cult situation, because with the rigidity of the present Classification 
Act for 42 percent of our employees, the Post Office with 19 percent, 
and 34 percent under a wage-board system geared to local prevailing 
rates, plus another 7 or 8 percent with about 20 other different pay 
systems, Foreign Service, medical, surgical, we are rapidly getting 
out of gear. The result is that you get perversions or stretches of your 
Classification Act system which do not make any sense, which under 
the law you may have to knock down, and yet all people are trying 
to do is hire the people they want. : 
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Mr. Yates. Did the Hoover Commission make any recommendation 
in this respect ? 

Mr. Macy. They were very limited recommendations. They did 
not deal with the total pay problem. 

Mr. Yates. I am impressed with what Mr. Young just said. This 
would have been a fruitful source of investigation for them, wouldn’t 
it? 

Mr. Macy. Indeed, so. 

Mr. Youne. All these other things we talked about are just patches 
on the tire. In many cases they either perpetuate or make worse the 
inequities already existing. 

Mr. Yates. What is your recommendation—that a committee, or 
that the Civil Service Committee of the Senate make such an investi- 
gation, or should it be an investigation by an outside agency? 

Mr. Youne. As I said in a speech I made before the A. F. of L. 
Government Employees Union about a week ago last Saturday night, 
1,000 members, I was not in favor myself of any increase in pay rates 
until we could make this kind of a review and analysis, and make some 
sense out of the pay structure of the executive branch. 

Mr. Yates. Does your speech go into a more detailed analysis of 
what you are telling us now? 

Mr. Youne. Of how such analysis could be made? No, I did not 
at that time. And that is something which we are currently giving 
consideration. Certainly my own thought has been that we need a 
high level, responsible, paid committee or paid commission, which 
would be set up like the Hoover Commission—it could be a Pres- 
idential commission. 

Mr. Yates. Is this something that should be done or could be done 
by the Civil Service? Suppose we gave you an appropriation for the 
purpose. 

Mr. Youne. Well, we have been making pay studies right along, 
to the extent of the money which we had and the personnel which we 
had. But it is broader than that. It has got to be the kind of a com- 
mission which can command the respect on the part of the whole 
executive branch, on the part. of the Congress, on the part of the people 
around the country for its objectivity and its integrity. It should be 
an outstanding group. 

The Civil Service Commission, for two reasons, should not under- 
take it as a commission entirely, although it would be furnishing staff 
to work on it, because we have the greatest single collection of infor- 
mation on this topic, for the simple r reason that it does not cover all 
the Federal service. These other outside systems have to be inte- 
grated, or at least related. I am not saying there has to be one system, 
but the other systems have to be related, as we were talking about the 
personnel system this morning. And that means it has to be done 
almost at a White House level or some kind of super level to cut across 
agency lines and tie in the Foreign Service and so on. 

Mr. Yates. A joint committee of Congress, possibly. I think we 
are talking about something like the Hoover Commission type of 
approach. 

Mr. Youna. I think it is a very serious situation. 
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Mr. Yates. I agree with you. It keeps coming before our commit- 
tee and, I am sure, every other appropriations subcommittee in the 
request: for supergrades, and the difficulties that each of these agencies 
has in hiring competent personnel to carry on their increasingly com- 
plicated work. 


DISBURSEMENTS FROM RETIREMENT FUND 


Mr. Irons, I want to ask you to furnish some additional data, too. 
Mr. Young brings up this point, which apparently relates to the Bu- 
reau of the Budget’s viewpoint, and that is that as long as we meet 
current obligations relying entirely upon the credit of the United 
States rather than funding our obligation at all, we will be meeting 
our obligations. Suppose we appropriated sufficient money now, on 
an annual basis, in order to meet current obligations, forgetting about 
what amount may go into the deficit. When would those two lines 
cross, in terms of having to make additional appropriations? 

Mr. Irons. I am missing something. What do you call current 
obligations—disbursements ? 

Mr. Yares. Yes. 

Mr. Irons. And do we get the employees’ 614 percent ? 

Mr. Yates. You get the employees’ 614 percent, but you do not get 
the Government’s. You get that amount from the Government which 
is sufficient to pay that amount. Although it seems unfair to the 
employees, all of a sudden. I am thinking in terms of what the Gov- 
ernment insurance programs do, the VA insurance program, and that 
is give dividends back. Why shouldn’t the employees in the Govern- 
ment pay the same amount rather than a 614 percent basis? Let them 
compute what the amount should be on a joint basis. But this is 
something else again. What I am looking for here—taking this 
amount that is necessary to pay current disbursements, when do those 
two lines cross? Do you understand the point? 

Mr. Irons. Yes. 

Mr. Yates. They cross much sooner. 

Mr. Irons. That is the way this committee used to appropriate funds 
to this retirement fund. 

Mr. Jonas. That would be a very misleading table to have in a 
permanent record, because it has no relationship to the facts. 

Mr. Yates. What facts? 

Mr. Jonas. The fact that we are putting up our 614 percent. You 
want to leave that out. 

Mr. Yates. Mr. Young just testified, in response to a question, that 
I asked him, as to how the budget may be cut, that there is a possibility 
of further reducing the amount of the contribution by the Government 
to this fund in view of the fact that current liabilities are less than 
the amount going into it. Allright. The Bureau of the Budget may 
very well take this attitude and cut the amount of the Government 
contribution next year, for example. 

Mr. Irons. They cannot do it. 

Mr. Jonas. The law fixes that. 

Mr. Yates. I know the law fixes it. But the law could be changed 
in order todothat. I want to know what the figure is. 
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Mr. Vursexu. If you will pardon the observation, I do not think the 
Congress, as I know it, will to do anything like that anyhow. 
Mr. Yares. Just as an estimate as to when that would be likely to 


happen, assuming that we went on under the old law, if this was the 
old law. 


Those are all the questions I have. 








EMPLOYMENT OVERSEAS 








Mr. Evtns. Mr. Chairman, one or two observations on the recruit- 
ment program. How extensive has been your overseas recruitment ¥ 
Government employees for the past few years, in number of Federal 
civilian employees? 

Mr. Youne. Well, we just brought in the overseas positions under 
Civil Service over the last year and a half. 

Mr. Macy. It will be a year April 1, actually. 

Mr. Evrys. How many in numbers? 

Mr. Macy. 20,000. The annumal hiring under the competitive 
civil service from the United States for duty in foreign countries with 
the Department of Defense, will be about 1,200. 

Mr. Evins. You have blanked in under civil service some 20,000 em- 
ployees overseas and need for replacements 1,200 annually. That is 
going to be the normal increase in numbers. 

Mr. Macy. That appears to be normal. We can make up the dif- 
ference through local hiring. 

Mr. Evins. And you have brought 20,000 under civil service within 
the past year andahalf. Any prior to this time? 

Mr. Macy. No. This is the first move of that type. 

Mr. Evins. 20,000 under civil service, and your annual recruitment 
overseas is about 1,200? 

Mr. Macy. That includes the Department of Defense, which is the 
great bulk of the positions overseas. 

Mr. Evins. There are other agencies that have employees overseas. 
Would that swell your figures bey ond the 1,200? 

Mr. Youne. We have not completed yet taking over all the overseas 
jobs. This is the first bite. 

Mr. Evins. How does that compare percentagewise with Govern- 
ment civilian employees in the United States? 

Mr. Youne. What kind of employees? 

Mr. Evins. Civil-service employees. 

Mr. Macy. It would be smaller percentagewise, because of the 
amount of hiring overseas that takes place in the country where the 
jobs are located. 

Mr. Evins. Could you give this committee a round figure, approxi- 
mate figure, as to the number of employees that are not under civil 
service “employ ed with our Government agencies overseas, civilian 
employees ? 

Mr. Macy. Yes; all of the State Department, ICA, and USIA posi- 
tions are outside the civil service 

Mr. Young. I guess about 35 000. That is based on this. There are 
about, let’s say, 135,000 Federal employees overseas. Of the 135,000, 
probably 35,000 are United States c itizens. And we have about 20,000 
under civil service, the balance are still outside of the civil service. 
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Mr. Evins. Say 100,000. 

Mr. Youne. Altogether. But the bulk of those are foreign nationals. 
Mr. Macy. No citizens. 

Mr. Evins. I understand—135,000 on the American payroll over- 


—_ 20,000 under civil service, and a normal av erage increase of about 

200 a year. 

"Mr. Macy. From the United States. 

Mr. Young. Not necessarily increase. 

Mr. Macy. Replacement. 

Mr. Evins. One other question—about your college-recruitment 
program. 

Mr. Tuomas. Before you leave that—of those 20,000 overseas 
employees who are noncitizens, are they entitled to get social-security 
benefits ? 

Mr. Young. This is about 100,000. 

Mr. Tuomas. Are they entitled to American social-security benefits ? 

Mr. Youne. I don’t think so. 


COLLEGE-RECRUITMENT PROGRAM 


Mr. Evins. How many employees does the Civil Service Commis- 
sion have in its college-recruitment program—how many on your staff 
that visit the colleges i in the spring, endeavoring to enlist graduates 
in Federal service—civil- service employment ? 

Mr. Youne. We don’t have any specifically for that job. 

Mr. Botanp. What would you like to have? 

Mr. Youne. We would like to have 11 altogether. 


Mr. Tuomas. One in each regional office—11. 

Mr. Macy. Last year our program probably added up to less than 
a half a man-year on college recruiting, out of each regional office. 

Mr. Evins. Are you concentrating your recruitment at college level 
in specific colleges, or is it widely dispersed ? 

Mr. Macy. It is widely dispersed. We cover about 900 colleges. 

Mr. BoLanp. Following Mr. Evins’ line of questioning on college 
recruitment, you are going to have a tough job competing with private 
industry. You are not going to be able to do it with only one man in 
each regional office going from college to college in the area. 

Mr. Macy. We will have to rely on assistance from the agencies. 

Mr. Botanp. You can never do it in the time he would have avail- 
able. It would seem to me this is a problem of informing those stu- 
dents about to graduate, and giving the placement officers of the col- 
leges some appreciation of what the Federal service has to offer.. On 
the basis of the salaries, you cannot even come close. The ordinary 
boy getting an engineering degree from the University of Massachu- 
setts can start out at about $110 a week. You cannot even come close 
to that in the Government service. What do you enter them at— 
grade 5% 

Mr. Macy. Grade 5, top step, which is $4,480 a year. So we are 
about a thousand dollars behind the market. 

Mr. Youne. At the top of the grade. 

Mr. Botanp. I think there is an opportunity to do a good job. I 
think it is going to require more than one man at the regional level 
to do it. 

Mr. Youn. It is the kind of thing you like to develop slowly. 





Mr. Tuomas. That one man is not going to get the job done. You 
are going to have to increase the pay. Why expect the chap to work 
for the Government when private industry in his hometown will offer 
him a thousand dollars a year more? 

Mr. Youna. See the world in civil service. 

Mr. Botanp. Except, as has been pointed out here, the fringe bene- 
fits are good. But the ordinary boy getting out of college doesn’t look 
at fringe benefits. He looks at the money offered and that is all. 

Mr. Jonas. While you are asking these questions, let’s get on the 
record the result of your program last year. How many college grad- 
uates did you bring into the Government service ¢ 

Mr. Macy. With the program that the chairman described earlier, 
we have placed up to the present time, over a period of 14 months, 
5,200 college graduates. And this is a very substantial increase over 
previous years. 

Mr. Jonas. That was with the use of the facilities you had before. 

Mr. Youne. That is right. We hope to do better this year. In 
fact, I would like to see us get up to the point of taking, let’s say 10 
percent of the college graduates in the country coming into the Federal 
service eventually, which would be around 30,000. 

Mr. Jonas. May I ask one other question on that very point’ 
Have you given any consideration to bringing these college placement 
officials together into a school and let them do your recruitment? The 
students are in the habit of going to them for advice anyway. 
Couldn’t you, with less effort than trying to send a person to each in- 
stitution, train the people that are already in the institutions to do the 
work for you ? 

Mr. Youne. We have been doing a great deal of that already, and 
that would be part of the job which the few additional people would 
be engaged in. This is the kind of thing which we have been design- 
ing especially for the use of the placement officers in the colleges, and 
for college students. 

Mr. Macy. Along the lines of your point, Mr. Jonas, a number of 
our regional offices have been holding conferences with placement offi- 
cers so that the placement officers are fully aware of the Government’s 
interest in the quality college graduates. 

Mr. Youne. I would like to see us bring more of the placement 
officers into Washington, but the colleges don’t have any more money 
to pay for travel than we do. 

Mr. Bouanp. I think that is a good idea myself. I think you could 
bring them into Washington and give them a better appreciation. 

Mr. Youne. We bring the students. 

Mr. Botanp. The students would love to come. But I think if you 
bring the placement officials in, it would help considerably. 


INVESTIGATIONS OF MERIT SYSTEM CASES 


I notice that on investigations in the merit-system cases you have 
asked for an increase of employees from 21 to 40, which is pretty 
substantial. Are there a great many abuses in the merit system? 

Mr. Wiriur1ams. That is primarily a backlog situation because of 
lack of funds this year. 
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Mr. Boxanv. Will the 19 additional employees help you to catch 
up on the backlog? 

Mr. WiuuiaMs. To get current, that is right. It would not be a 
recurring item. 

Mr. Macy. Because of the demands of higher priority investiga- 
tive work, there has been the development of a backlog on these cases. 
The additional staffing is to provide a liquidation of that backlog, 
and to put these cases on a more reasonable time schedule. 

Mr. Youna. It also involves the overseas program. 










EMPLOYEES’ LIFE-INSURANCE FUND 






Mr. Botanp. On the Federal employees’ life-insurance fund, I note 
that there has been paid into that fund $117,100,000, up to and 
through June 30, 1956. Is that the total amount that has been paid in 
since the fund’s inception, or was that the amount which was with- 
held from the salaries of employees? And the $58,550,000 Govern- 
ment, contribution. Would those two figures be the total paid into 
the fund since its inception / 

Mr. Irons. Since the inception of the act in August 1954. 

Mr. Botanp. And the amount paid out by the Government through 
June 30 is $83,200,000, plus approximately $12 million in aecrued 
benefits, making a total of $95 million. Now, what happens to the 
balance ? 

Mr. Irons. It stays in a contingency reserve in the group life-insur- 
ance fund to do several things. One primarily—each year the amount 
of our disbursements will go up as we add more retired people to the 
rolls of insurance. As of right now, the total reserve that we have 
is about $95 million. That will continue to grow rather substantially. 

Mr. Botanp. The reserve will grow. Let’s see—you expect $66.7 
million to be contributed by the employees in fiscal 1958 and $33.3 
million by the Government in 1958, which brings it to about $100 
million. And you will pay out $60 million. So actually it will grow 
by $40 million in 1958, won’t it? 

Mr. Irons. That is right; yes, sir. 

Mr. Bo.anp. I know the law specifically spells out what the Gov- 
ernment’s contribution will be. It would seem to me that a system that 
is this good, and gives as much as it-dees to those that continue to work 
for the Government, is very good protection to the young Government 
employee. But be that as it may, it would seem to me that you are 
going to build up a tremendous contingency reserve fund. I would 
think some thought ought to be given to reducing Government. ex- 

yenditures by reducing the amount. which the Government would pay 
into the fund. 

Mr. Irons. There are a number of ways it can be done. You are 
quite right. That fund will grow rather substantially. I think it 
will ultimately get up to something like $425 million if left to grow 
in its present form. 

There are several things that can be done by law. The employee 
pays 25 cents per payday per thousand, and the Government puts in 
1214 cents. If the paramount issue is to reduce Government expendi- 
ture, you could reduce or cut out that 121% cents a payday. 
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Mr. Botanp. Which, of course, is not the paramount issue. That 
is not the reason this fund was established. I realize that. 

Mr. Irons. Or else you could reduce the employee’s share of the 
cost, which automatically reduces the Government’s share somewhat. 
Or else you could improve the benefits structure. 

Mr. Boranp. As a matter of fact, when the employee reaches his 
retirement age which starts about age 60 or 65, the amount he gets is 
very little, isn’t it? Most of them will live beyond 65. 

Mr. Irons. Well, yes. You are entitled to your full protection up 
to 65. Then at 65 it goes down 2 percent a month until it reaches 
a floor of 25 percent. 

Mr. Botanp. And it could reach that floor for a lot of employees. 

Mr. Irons. Yes. But actually, although a lot of folks think that is 
the simplest and easiest way to improve benefits, to raise that floor 
up to, say, 50 percent, the folks who need the insurance the most are 
the younger employees with more family responsibilities, rather than 
the folks over 65. 

Mr. Boxanp. That is right. I think it is a terrific program for the 
younger employees—no doubt about it. You could not find a better 
one anywhere. 

Mr. Jonas. Could you put a disability provision on those policies 
for some of that extra money ? 

Mr. Irons. There are a number of ways of liberalizing this thing 
and using some of this balance. One thing that we have considered 
in the Commission is the addition of a major medical insurance pro- 
gram as an amendment to the group life program. I think that is 
deserving of a lot of consideration. That is another kind of a program 
that helps the person while he is working and provides money for him 
when he needs it the most, when he has a catastrophic situation. 

Mr. Botanp. You have to have a table of experience—I realize that. 

Mr. Youne. I think we want to still carry a very large contingency. 

Mr. Yates. He said to provide medical coverage at the time he needs 
it most. Do you mean after age 65 ? 

Mr. Irons. No, sir. The type of program I was thinking about as 
being tied in with the life-insurance program is major medical insur- 
ance which protects you against catastrophic illness. 

Mr. Yates. That is just one aspect of it. I think that you will 
agree that when a person needs medical coverage the most, is after age 
65, that is when the chronic illnesses hit him most. 

Mr. Irons. I won’t argue against that. I didn’t intend to. 

Mr. Yates. Because what we have found from studying these vari- 
ous programs is that the time when people get their chronic illnesses 
is after age 65. I agree that during the time when his family is grow- 
ing up is a very serious time for him to have medical coverage. 

Mr. Youne. Of course, we also have no age limits on civil service 
now. 

Mr. Yates. Which is a contribution I made. It is desirable, isn’t it. 
Mr. Young? 

Mr. Youne. We found we have been able to live with it. 

Mr. Yates. That’s good. T only hope private industry follows the 
lead that the Civil Service Commission has taken in this respect. 
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CIVIL SERVICE CAREER SYSTEM 


Mr. Boianp. On the civil service system itself—that is, on your 
career system—the career conditional employees are those who have 
taken examinations and remain on the job for 3 years, and then they 
automatically move into a career status; is that correct ? 

Mr. Youne. That is correct. 

Mr. Bonanno, Without examination? 

Mr. Youne. That is right. 

Mr. Botanp. I want to commend the Commission for the way it has 
handled the career system. I think we have a lot of Federal employees 
in our home areas. 

But I do commend the Commission on the way it has handled the 
system. I think you have a good system. I think you are working 
toward er ating a better career for the employee, and I think the 
Government is going to benefit tremendously from it. 

I think the career system is a good system, and I commend the chair- 
man particularly, and his associates, the Commissioners, for what they 
have done for it. 

Mr. Vourseww. I think, by and large, Mr. Young, that your organi- 
zation is doing a very good job, and I am rather impressed with the 
information you gave us, that you had about 5,200 college graduates 
enlist in Government service, I understand, last year. And I like 
this booklet which you are getting out. 

I would imagine that w ith all of the ingenuity that you people ca 
figure up, and ‘IL know you can do a lot, by using the proper onthict 
by mail, along with the other things that you have in mind, I think 
you will break through this thing and get a lot of people in as career 
people, because I do believe, and say ‘it again, the benefits that go 
with this service, that is, your retirement, and so on, and the secur ity 
that they look to in the Federal Government, ar gues very strongly in 
their minds to get in Federal service. 

Now, I wanted to get to the point here. I believe you asked for 
about 200 additional employees for the coming fiscal year; is that 
right? 

Mr. Trromas. Even money, 200. 

Mr. Vourse.y. Well, assuming that they average $5,000 a year, and 
I do not know if they would average that or not, that would be about 
a million dollars a year. 

Mr. Youne. The average is about $4,400, servicewide. 

Mr. Vurseti. I do not know whether the various departments of 
Government have reached the state of efficiency that we would all hope 
they have. I doubt if they have, being human. But there is one way 
that the cost to the Government could be reduced and stabilized. That 
would be by developing greater efficiency and a larger turnout of 
work per day. 

I raise that point because when you simply hire 200 people and put 
them on the Federal payroll, it costs the Government more than a 
million dollars to pay their salaries for the year, as you well know, 
because you are going to have to add to that rental space, in many 
instances, more typewriters, more furniture, and various supplies, 
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to have them in a place where they can efficiently work. Then you 
come ee with this 644 percent that the Government has to go 
in for, 64% percent, and then you come to group life insurance, then 
you come to other benefits, with the result that the hiring is only one 
of the first costs ; it may be the major cost, at that. 

Which leads me to the point to suggest that for 2,841 people, if you 
could get that efficiency high enough, you could probs bly get along 
with a few less of these 200 ; every other department following the same 
sort of philosophy, it might be very beneficial as a policy, an economic 
policy in general. 

Mr. Youne. May I comment on that, sir? 

Mr. Vursett. You may. 

Mr. Youne. I would just like to make two comments with respect 
toit. First, we are talking in terms of adding 200 people to the Civil 
Service Commission payroll, which is responsible for administering 
this program for over 2 million people, with a $9 billion payroll. 
And the addition of these 200 people at a central “nerve center” like 
the Civil Service Commission may well save the services of 500, 600, 
or a thousand in other parts of the Government. 

Mr. Vurse.u. Well, I am glad to get that reaction, and I think that 
is a pretty good answer. 

Mr. Chairman, I think that the chairman and the other members of 
this committee have gone into the questions and raised practically all 
of them. And we have one other gentleman here on my side of the 
aisle, and that is all I will have to say. 

Mr. Youna. May I just say a word? These little pamphlets which 
I thought I would bring up to show to you are characteristic of the 
new type of appeal that we are trying to make to new recruits and 
with respect to our general purposes for the Government as a career 
basis. As you see, they are different and far more appealing than 
some of the old-time stuff put out in the past. 

Mr. Jonas. One or two questions, and I will make them brief. Out 
of the 365 days of the year, how many days does the average Govern- 
ment employee work? Mr. Andrews, a former member of this sub- 
committee, had it figured that he worked—how many days? 

Mr. Tuomas. I think Mr. Andrews had it 220, did he not? 

Mr. Macy. On a 5-day week, it is 260 days maximum working time. 
An employee is paid for 260 days maximum. 

Mr. THomas. What about the holidays, sick leave, and annual 
leave, and then what? 

Mr. Macy. There are eight paid holidays. 

Mr. Jonas. Eight holidays. 

Mr. Macy. That is right. And then the leave benefits are gradu- 
ated according to years of service. 

Mr. Jonas. I know that, but what is the maximum ? 

Mr. Macy. The maximum is 26. 

Mr. Tuomas. That is working days too, not calendar days, now. 

Mr. Macy. The sick leave is 13. 

Mr. Jonas. Is that the maximum ? 

Mr. Macy. Yes. 

Mr. Jonas. A lady told me today she had 20 days. 

Mr. Youne. It is accumulative. 

Mr. Jonas. The annual leave cannot accumulate beyond what 
figure? 
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Mr. Macy. Thirty days. In fact, there are 75,000 employees now 
with over a thousand hours of earned sick leave. 

Mr. Tuomas. Thirteen days a year? 

Mr. Macy. Thirteen days a year is the maximum. 

Mr. Jonas. I have 8, 26, and 13. 

Mr. Macy. But that is only for those with 15 years or more service. 

Mr. Jonas. That is 47 days. 

Mr. Macy. That is right. 

Mr. Jonas. That is a month and a half, a little over: part of that 
is workdays and not calendar days. 

Mr. Young. It is workdays. 

Mr. Jonas. So when you add all that plus all of the insurance and 
other fringe benefits, it is pretty good to work for the Government, 
is it not? 

Mr. Younc. Yes. That is one of the points I was making this 
morning; I think the Government has a great deal to offer in its 
various fringe benefits, compared with the average in industry. There 
are many industries, howev er, which are better than the Government 
in this respect. 

Mr. Tuomas. That number of days of work, what was that figure? 

Mr. Jonas. I added 8, 26, and 13, and it made 47. 

Mr. Tuomas. What is the total? 

Mr. Jonas. 213. 

Mr. Tuomas. That is the number of days of work? 

Mr. Youna. That is assuming that the man had 15 years of service, 
Mr. Chairman. 

Mr. Macy. And if he was unfortunate enough to be sick 13 days. 
The average sick leave taken is 7% days a year. 

Mr. Tuomas. You do not think a man has to be sick to get that 
sick leave; do you? 

Mr. Macy. Yes, sir. 

Mr. Jonas. Does he have to get a doctor’s certificate? Does he 
have to sign out? 

Mr. Macy. After 3 days. 

Mr. Jonas. We have talked a lot in this committee, and talked 
about it when you gentlemen were not here, about the problem of 
lawyers. My recollection is—if Mr. Yates will correct me on this? 

Mr. Yates. I will be glad to. 

Mr. Jonas. The average income for lawyers in private practice 
is $9,000. 

Mr. THomas. You mean less than average? 

Mr. Jonas. I am saying most of the lawyers we have been talking 
about are above that in the ages that we had here last week. 

Mr. Yares. I do not think that is correct. 

Mr. Youna. We have not had any requests to raise the inhiring 
rates for lawyers. There are certain lawyers in the Government who 
come under the Classification Act. The Commission would have the 
authority to raise the inhiring rate for such persons. 

Mr. Tuomas. Thank you, gentlemen. This has been not only 
interesting but pleasant. It was nice to see all of you. 

Mr. Youna. Thank you for your very courteous reception. 

Mr. Tuomas. We will see you again. Any time we can help you, 
let us know. And we may be asking for you to help us. 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 


WITNESSES 


HON. VAL PETERSON, ADMINISTRATOR 

LEWIS E. BERRY, DEPUTY ADMINISTRATOR 

RAOUL ARCHAMBAULT, JR., EXECUTIVE ASSISTANT ADMINISTRA- 
TOR 

WILLIAM S. HEFFELFINGER, ASSISTANT ADMINISTRATOR, GEN- 
ERAL ADMINISTRATION 

PAUL F. WAGNER, ASSISTANT ADMINISTRATOR, EDUCATION SERV- 
ICES 

GERALD R. GALLAGHER, ASSISTANT ADMINISTRATOR, TECHNICAL 
ADVISORY SERVICES 

WENDELL H. DUPLANTIS, ASSISTANT ADMINISTRATOR, OPERA- 
TIONS CONTROL SERVICES 

EUGENE J. QUINDLEN, DEPUTY ASSISTANT ADMINISTRATOR, 
PLANNING STAFF 

FRANK O. STARR, DIRECTOR, BUDGET AND FISCAL OFFICE 

ALFRED P. MILLER, DEPUTY ASSISTANT ADMINISTRATOR, OPERA- 
TIONS CONTROL SERVICES 

PHILIP C. BALDWIN, GENERAL COUNSEL 

G. .LYLE. BELSLEY, ASSISTANT ADMINISTRATOR, ECONOMIC RE- 
QUIREMENTS SERVICE 

DR... JOHN M. WHITNEY, DIRECTOR, HEALTH OFFICE 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
We have with us this morning our friends from the Federal Civil 
Defense Administration. It is certainly nice to have with us again 
our distinguished and affable friend, its Administrator, Governor 
Val Peterson; Deputy Lewis E. Berry; Executive Assistant Raoul 
Archambault; Mr. Heffelfinger, Assistant Administrator for General 
Administration ; Mr. Wagner, Assistant Administrator for Education 
Services; Mr. Gallagher, head of the Technical Advisory Services; 
Mr. Duplantis, Assistant Administrator for Operations Control Serv- 
ices; Mr. Quindlen, Deputy Assistant Administrator for the Planning 
Staff; Mr. Starr, Director of the Budget and Fiscal Office; Mr. Miller, 
Deputy Assistant Administrator of the Operations Control Services; 
Dr. John M. Whitney, Director, Health Office; and Mr. Baldwin, 
General Counsel. 

Gentlemen, it is nice to see you all. I hope you didn’t bring this 
bad weather with you. 


GENERAL STATEMENT 


Mr. Administrator, do you have any statement for us? We would 
certainly be delighted to hear from you. 

Mr. Pererson. Mr. Chairman, I have a prepared statement here. 
If it meets your pleasure, I believe I would just like to submit it for 
the record. 

Mr. Tuomas. Why not summarize it, Governor. There is no 
substitute for the spoken word. 
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Mr. Peterson. I think that is true on some occasions. 

Mr. Tuomas. Summarize it for us, and we will put the statement 
in the record verbatim. 

(The material referred to is as follows :) 


Mr. Chairman and members of the subcommittee, it is a pleasure to come 
before you again and discuss the appropriation which has been requested to 
continue the development of the civil defense capability of the Nation. 

During this past year, I have been particularly heartened by the progress 
which the Federal Government, working in partnership and close cooperation 
with the States and cities, has made in this vital part or our total national 
defense. 

It is indeed encouraging to me that the need for bringing this Nation’s civil 
defenses abreast of the swift and frightening developments in military science 
is fully more recognized today, than ever before, by those elements of national 
leadership, which are responsible for America’s survival. 

This need was clearly and unmistakably described by President Eisenhower 
when he stated in his letter to me of July 17, 1956: 

“As we look back upon the rapid advances in aircraft and in nuclear weapons 
and forward to missiles capable of being catapuited thousands of miles, it is 
clear that the destructive capabilities of potential enemies have been outpacing: 
our nonmilitary defensive measures since the Federal Civil Defense Act was 
passed 6 years ago. It is equally clear that no matter how crushing a blow we 
can strike in retaliation for an attack upon us, to permit our great centers of 
population and industry to lie exposed to the weapons of modern war is to 
invite both an attack and national catastrophe. Therefore, our whole civil- 
defense effort needs both strengthening and modernizing.” 

There is legislation presently before Congress, and more to come, proposing 
changes in civil defense and related laws. These changes range from minor 
language corrections to sweeping new programs intended to supersede the 
present basic civil-defense law and realine the nonmilitary defense responsibili- 
ties with the organization of Government. 

It will be for the Congress through its processes of legislation, assisted by 
executive testimony and information, to determine where, among the many 
great and pressing projects facing our Nation, the civil defense effort must fit. 
We are aware that no matter how urgent our desire for swift achievement of 
the ultimates of our national civil-defense goals, we are restricted by the limi- 
tations in the capabilities presently available to do the job and the resources 
not already committed which can be thrown into this work. 

The magnitude and complexity of civil-defense problems are such that our 
ultimate objective, the development of a civil-defense system which will con- 
tribute to the survival of the population of our Nation can be achieved only by 
making certain that each step we take in its development is sound and practical. 
In this age of new and rapidly developing weapons, there is no simple solution 
which will magically accomplish our civil-defense preparedness. 

The budget for fiscal year 1958, which is before you for consideration, is based 
upon the type of orderly, balanced expansion of Federal civil-defense activities 
which I believe to be in the best interest of the total national defense program. 

This budget represents the strengthening and expansion, within the frame 
work of existing legislation, of the civil-defense programs which we believe to 
be practical and necessary at this time. 

As I indicated, a great deal of measurable progress has been accomplished 
within the past year. 

Based on the experience gained in the early months of activity in the survival 
planning field, we have effectively streamlined and accelerated this very 
important phase of civil defense. 

We have added substantially to our stockpiles of vital emergency supplies and 
equipment and taken action toward the more efficient strategic placement of 
the warehouses wherein these supplies are stored. 

We have increased the procurement and distribution of radiological moni- 
toring equipment, and considerably accelerated the training programs in the 
monitoring field. 

We have advanced to the stage of testing an inexpensive, efficient, and prac- 
tical internal, or home, warning device to supplement the warning capability 
provided by the system of outdoor warning devices. 

With the future threat of intercontinental ballistic missiles in mind, we have 
revised our protective concept from that based upon the probable choice of 
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specific heavily-populated industrial complexes as enemy targets to a new 
planning principle based on the random distribution of such weapons over both 
suburban and rural communities surrounding cities and military establishments. 

We have intensified our efforts in the field of public information and educa- 
tion to place the facts of the atomic age before our citizens and to prepare them 
to cope with the problems and dangers that would face our Nation in the event 
that enemy attack is thrust upon us. 

One of the most critical responsibilities of civil defense is that of warning the 
public of impending attack and furnishing information to other Federal agencies 
and State and local civil defense authorities on which they may base their 
emergency actions. To do this, a nationwide attack-warning system has been 
established whereby warning and supplementary information emanating from 
FCDA warning centers can be transmitted to key points throughout the Nation, 

Consistent with our continuing efforts to strengthen and modernize civil de- 
fense, the present nationwide attack-warning system, consisting basically of two 
major communications networks, is in process of being modified to provide direct 
nationwide warning from the Continental Air Defense Command (CONAD) 
Headquarters. The National Warning System (NAWAS), as the modified sys- 
tem is known, will go into operation on May 1 of this year. 

While it is intended that the initial warning of attack will originate at Con- 
tinental Air Defense Command Headquarters, should communications into this 
facility be inoperative at the critical moment, automatic switching equipment 
will be provided which will permit the FCDA personnel at either the Western 
or Eastern Air Defense Force Headquarters to take over the warning respon- 
sibility immediately. 

The modified warning network will permit instantaneous warning of the key 
points in less than 1 minute. It combines the 2 previously separate networks and 
places facilities into 1 overall integrated system. Command and control func- 
tions can proceed in the same integrated fashion as warning over the 1 combined 
network, whereas before a distinct break existed between the 2 separate systems. 

In the event of nuclear attack, the problem of caring for the injured will 
present one of the most staggering tasks ever undertaken by any nation. 

In our persistent efforts to achieve better civil defense, this problem of 
easualty care has been under study, and in the months since I last appeared 
before this committee we have developed a considerably improved concept of 
our operations in this regard. 

For some time it has been increasingly apparent that with the larger and 
more powerful weapons available today, the great majority of existing hospital 
facilities located within metropolitan areas will be rendered inoperable in any 
large-scale nuclear attack. It became necessary to plan for substitute emer- 
gency casualty care facilities to be available for medical treatment in the 
immediate post-attack period. 

The new concept for this civil-defense function is an outgrowth of two 
logistics exercises. Jointly sponsored by FCDA and the Department of the 
Army, representatives of many national health organizations participated in 
these exercises. 

These evercises demonstrated conclusively that the basic equipment of the 
civil defense emergency hospital was more than adequate for forward or near- 
damage-site operation but was lacking in certain specialized equipment required 
for more definitive care than had been originally conceived. 

The three-echelon system of emergency medical care which was evolved from 
these exercises for which we are requesting $42,250,000 is covered in detail in 
the budget justification. 

The major change which this new concept involves is that, rather than having 
1 standard type of emergency hospital to supplement undamaged hospital 
facilities, there will be 2 types of treatment centers—the first for first aid and 
immediate life-saving measures, and the second for more definitive care. These 
facilities will be set up to operate at the closest feasible point to the damaged 
areas. 

I have perhaps gone into more detail than I should have in commenting on 
some of the undertakings currently under way. But this was done with the 
thought in mind of indicating the very complex and complicated nature of the 
many and widely divergent activities which are embraced in the building and 
strengthening of an adequate civil-defense program for America. 

The funds requested in the budget now before you are necessary for the plan- 
ning, implementation and expansion during fiscal year 1958 of these and other 
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programs which are so closely related to the Nation’s survival in the event 
of enemy attack. 

And now, Mr. Chairman, I should like to turn my remarks to the appropriation 
requests for fiscal year 1958. To make things clear, I should state that this 
budget document contains requests for items which are within our existing 
statutory authority. They do not include any requests related to legislative 
proposals for strengthening the civil-defense program which will soon be sub- 
mitted to the Congress. 

The current appropriation requests total $130 million. By appropriation, these 
requests are broken down like this: 


Operations 

II SUE Un Ae da eat ini cecanicenenaeligiranee nied 
tmergency supplies and equipment 

Surveys, plans and research 

CD functions of Federal agencies 


In addition to the requests for direct FCDA appropriations, the budget carries 
an estimate of $10 million to replenish the President’s disaster relief appro- 
priation. 

Noteworthy among the items planned for 1958 is the civil-defense education 
and training program, estimated to cost $8 million. This amount will allow 
expansion of the civil-defense training program. It will permit the establish- 
ment of 2 additional training centers—1 in the East and 1 in the West—and will 
also. provide for accelerating the advanced civil-defense training course at our 
staff college at Battle Creek, Mich. 

I feel that this emphasis on civil-defense training and education will certainly 
product many beneficial results. Though creation of public civil-defense con- 
sciousness is the primary phase of the education portion of the program, it must 
be succeeded, at close hand, by “how to” information, disseminated through 
door-to-door and neighbor-to-neighbor civil-defense campaigns. There is no 
substitute for personal contact in selling survival through civil-defense pre- 
paredness. 

While personal contact is carried out at the local level, FCDA must provide 
two things: first, organization and guidance, which can come only from suffi- 
cient personnel to mold a tight information chain from the national level to 
the citizen; and second, uniform and standard civil defense informational ma- 
terial for local distribution, because local organizations have neither direct 
access to this information nor technical personnel to establish such standards 
for their immediate use. 

The plan for fiscal year 1958 is based on the following essential facts, which 
will form the framework of action for the forthcoming year: 

1. Each citizen has a personal responsibility for civil-defense action. 

2. In an all-out attack, all areas of the United States would be vulnerable 
to radioactive fallout. 

8. Reception and target areas must develop coordinated operational plans, 
including portions dealing with emergency information and instructions to the 
public. 

4. Adequate family and home protection operations are essential to the success 
of the civil-defense effort. 

The delegations program is also emphasized in 1958. The appropriation level 
requested for this program—$6,300,000—is not truly indicative of the tremendous 
benefit to civil defense which can result from the appropriate utilization of this 
resource. 

The Federal Civil Defense Administration has in the past requested coopera- 
tion from other Federal agencies in the areas of their competence, and such 
cooperation has been tendered to the limit of their regular resources. However, 
the budgets of such other agencies have no provision for the above-normal proj- 
ects contemplated for true civil-defense preparedness. 

We would consider it inappropriate to have FCDA itself enter areas for civil 
defense purposes which are normally considered, in the day-to-day operation of 
government, to be areas of specialized cognizance of other agencies. The proj- 
ects requested, for example, of the Public Health Service are unique to that Serv- 
ice but are in no way contained in the Health, Education, and Welfare budget. 
The studies requested of the Department of Interior, Labor, Justice, Agriculture, 
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and Commerce, and the Housing and Home Finance Agency cannot be undertaken 
by these agencies unless adequate funds for their conduct are forthcoming. 

I believe that every community is entitled to look to regular Federal officials 
for leadership in civil defense. Today, the Federal Government is not equipped 
to provide all of the leadership necessary, but the basic organization exists. 
This basic leadership needs only to be supplemented, and properly oriented. It 
does not need to be supplanted or duplicated. 

As you know, the Civil Defense Act requires me to utilize existing Government 
facilities and to refrain from duplicating their functions insofar as civil defense 
is concerned. 

Of the 26 delegations now made to 7 agencies, approximately half are directed 
toward preattack preparedness and half toward operational support of the States 
in an emergency. 

I am proud of the way Federal agencies have responded to FCDA delegations, 
To date, the funds which they have received from us to carry out these programs, 
with the exception of our pioneer, the Department of HEW, have been very slight. 
However, the appearance of a few dedicated men and women, on a full-time basis 
in each agency, has worked wonders in harnessing the total resources of the 
respective agencies. In this connection our objective has been to place “spark 
plugs” or “catalytic agents” at strategic points. I think we are now on the way 
toward creating an organizational capacity which cannot be charted or explained 
in terms of declliars. 

We are using our success at the Federal level as an example to the States and 
cities in encouraging them to give greater attention to a similar organization 
principle of utilizing existing competence in regular departments and agencies. 
I sincerely believe that the full development of this plan will ultimately result ina 
saving of millions of dollars when compared to any other effective alternative. 

Turning to other details of our requests, I have pointed out that the $25 million 
request for the operations appropriation will, among other things, allow us to 
make refinements in the attack warning and communications systems so that 
messages going over the circuits can be handled faster and more reliably. 

Additional personnel numbering 679, carried in the 1958 requests, will give 
FCDA a bigger and stronger staff to work directly with States and localities to 
develop emergency plans and operating systems. In fact, 276 of the personnel 
involved in the proposed staff increase are to be assigned to the FCDA regions. 

This regional expansion, adding 276 people to the present 355 workers in the 7 
offices, will cost $4,745,000, compared to the 1957 costs of slightly over $2,850,000. 
It is designed to decentralize responsibility, giving the regional staffs more 
independent capability, should they become isolated in an emergency. 

It is important that one other aspect of the operations request be brought to 
your attention. That is, the additional funds needed to annualize our 1957 costs. 
The appropriation for 1957 (after transferring warehousing costs to the stock- 
pile appropriation) was $12,560,000. To continue these programs, some of which 
were in force only part of the current year, on a full-year basis in 1958 will add 
over $1,800,000 to our recurring costs in this appropriation. Recognizing this 
necessity, then, the cost base in the operations appropriation going into 1958 is 
set at some $14,373,000. This is illustrated in detail on page A-3 of the budget 
document. 

In a similar way, the annualized warehousing costs under the emergency sup- 
plies and equipment appropriation will add over $365,000 to the 1957 cost 
experience. 

Basically, we are, in all our appropriations, buying means of survival. We 
are doing this by buying medicines, hospitals, and supplies for restorative meas- 
ures in our cities and towns. We are teaching the measures required to permit 
cities and supporting areas to recover from attack; and we are using the far- 
flung resources of the Federal Government to reach every area of the country 
to help every person in the job of civil defense. 

FCDA has become a recognized full partner in national defense. Today, under 
the circumstances of modern war, civil defense is vital to the protection of 
American lives and American economic potential. 

Civil defense, I am very proud to say, is a going concern. And we are trying 
to buy the best and most civil defense capability that we can for each dollar we 
spend, 

yoo specific details concerning the various phases of our projected operations 
will, I am sure, be brought out as this hearing progresses and certain members 
of my staff are called upon in regard to their specialized areas of activity. I 
thank you for your courtesy. 
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Mr. Peterson. Mr. Chairman, there is nothing new to report about 
the necessity for civil defense over the things that we discussed with 
you a year ago, The sad fact, is that the weaponeers and the scien- 
tists, the military people, continue to make better and more weapons 
and the difficulties of civil defense in trying to cope with them continue 
to grow. However, in the last year the President has been very help- 
ful to civil defense. Ina letter which he wrote to me as Administrator 
last July he recognized the necessity for updating civil defense in some 
respects. The administration will be submitting some proposed 
changes to the Congress within the next few days. 

In addition, he saw fit to invite the Administrator to sit in cabinet 
meetings consistently. 

Mr. Tuomas. We noticed that. That is quite a compliment, and I 
think, well deserved. 

Mr. Prrrrson. It at least offers us the opportunity to be heard inter- 
nally within the Government whenever anything comes up that affects 
civil defense. 

We have made a number of gains we think in the last year inter- 
nally and throughout the Government and in-—— 




















AMENDMENTS TO CIVIL DEFENSE LEGISLATION 






Mr. Tuomas. If you don’t mind at this point, before you go any 
further, what would be the nature of the recommended changes in 
the basic act? 

Mr. Pererson. One of the first ones, Mr. Chairman—the present 
law, written in 1950, reads that civil defense is primarily the respon- 
sibility of the States and localities. The President, as you know, 
believes very strongly in the partnership arrangement between the 
Federal Government, and the States and cities. So we will propose 
that the law be amended to provide that it is a joint responsibility. 
There are some people in America who would like to see it made 
entirely a Federal responsibility, but the administration doesn’t join 
with these people, although there may be some people who think that 
way in Congress. 

There are a number of provisions that relate to financial matters. 
One recommendation of the administration to the Congress will be 
that we be permitted: to match administrative and personnel expenses 
with the cities and States. We find in some cities and States the civil 
defense staffs are practically nonexistent. They are very, very small. 
This would not appear to be a sizable item as far as we can determine. 
The first year it might run in the order of $10 to $12 million. We 
doubt that it will ever become very large because the cities and States 
will probably regulate the program in that there will be only a certain 
point to which they will be willing to expand their staffs. 

Then there are provisions along the line of the Ostertag amendment, 
permitting FCDA to make radiological monitoring devices available 
to the States. We have accomplished that for training purposes in 
the last 2 years by a rider on the appropriation bill. 

Mr. THomas. We will discuss that later. Off the record. 

(Discussion off the record.) 

Mr. Pererson. The administration will send up a proposal asking 
that we be permitted to buy the property that we occupy at Olmey. 
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We have been paying rent for about 6 years. It is a relatively small 
matter. 

There is a proposed change in the matching formula involving 
large installations in the nature of control centers. There are seven 
proposals that the President will be sending up. 

Mr. TxHomas. What is the nature of those control centers? I don’t 
quite follow you. 

Mr. Prrerson. At the present time we will match with cities and 
States in the construction of control centers. They only have a war- 
time use. 

Mr. Tuomas. You mean, that is the communication ¢ 

Mr. Pererson. Yes, sir. They should now be underground when 
they are built. I am thinking of Portland, Oreg., which built one 
that cost about $500,000 and the Federal Government put up half of it. 
Tax resources these days are pretty limited. It is pretty difficult for 
a city to match money in that type of expenditure. They can do it 
on certain other items of equipment, but they find it difficult to do 
on control centers which only have a wartime or major disaster use. 

Mr. Tuomas. You are going to change the language in what we 
call the matching section ¢ 

Mr. Prrerson. Correct. 

Mr. Tuomas. Whereby it will give the Administrator some leeway 
where he can pay for all, or two-thirds, or none ? 

Mr. Pererson. Yes; in special items of that type. We don’t intend 
to change it for ordinary types of equipment where we feel the cities 
and States should pay 50 percent. 


SHELTER PROGRAM 


That, I think, details most of them We have a series of shelter 

roposals. However, those are still being scrutinized in the executive 
braich. I don’t know if they will come before the Congress this 
session. 

Mr. Tuomas. Is it more or less a trial balloon to get everybody's 
attention centered on the subject ? 

Mr. Prererson. We have made some careful studies and have sub- 
mitted them to the administration. However, Mr. Chairman, such 
a program would involve over $32 billion. The administration will 
consider it very carefully. We should not go off carelessly on a pro- 
gram of that magnitude. I am sure that will be the attitude of the 
President. 

Mr. Tuomas. Who was the man that came down from New York 
in 1951 and talked about a $7 billion program? When he did, I fell 
out of the chair backward, and I think 2 or 8 more did. I think 
that is about the last time we have mentioned it. 

Mr. Prererson. In view of your interest in the matter, our studies 
indicate that if substantial bombs were dropped on these large cities 
and if there were no shelters, and if we don’t have warning time to 
warn the people, we will lose as high as 98 percent of all the people 
in the cities. If we build the shelters 

Mr. Tuomas. How effective are those shelters? I notice the Navy 
laboratory at Bethesda made some pronouncements on it. Is that 
where the Navy laboratory is? 
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‘Mr: Pererson. It is San Francisco, sir. The Navy Radiological 
Laboratory, if that is the one you are thinking of. They made some 
pronouncements yesterday. They are reported to have stated you 
could build shelters to protect the American people for $38 billion and 
save 99 percent of the people. We don’t think so. We think you can 
save approximately 60 percent. In a thermonuclear war there are 
no means of saving all of the people. It simply can’t be done. We 
are going to lose millions of people if we have a war. 

Mr. Tuomas. How many you will lose for the next 50 or 100 years 
thereafter by virtue of the damage done biologically to the human 
body is another question. 

Mr. Prrerson. We believe in shelters but we don’t want to mislead 
the people. There is no easy answer to this thing except to have peace. 

Mr. THomas. If my memory serves me correctly, you have about a 
couple of million dollars in this budget for two experimental shelter 
projects ? 

Mr. Pererson. Yes. 

Mr. Tuomas. I think you are to be commended for going slow on 
it and knowing what you are doing. The Navy isa gre: at org: anization. 
Whereabouts is this project? It is not Mare Island. Is it that little 
building at Hunter’s Point on the right as you go in? Off the record. 

(Discussion off the record.) 


ATTACK WARNING TIME 


Mr. Pererson. We have one interesting proposal we are presenting 
to you today. We believe we will be able by the Ist of May to cut 
the warning time down to 1 minute. In other words, in the event of 
an enemy attack we will be able to warn all of the people in 1 minute. 
Tn the past that has taken us as high as 8 or 10 minutes. 

Mr. Tuomas. I noticed that statement. How effective is conelrad 
and how effective will it be in case you realy get into trouble? How 
are you going to keep people’s ears glued to their television or radio? 
After you once get them to their sets, that is something else. 

Mr. Pererson. This is our own internal system under which we 
will get the warning into each American city. We can do that withina 
minute from Colorado Springs. With respect to conelrad, we just 
don’t know what the future will hold in that area. 

Mr. Tuomas. From Battle Creek, Mich., you say you can do that? 

Mr. Pererson. From Colorado Springs, where we have liaison 
people with the Air Force, we will be able to alert State and local 
civil defense in every city in the United States within 1 minute, should 
an enemy attack be underway. 

Mr. Tuomas. How? 

Mr. Pererson. That is through our own internal warning system. 
It is described in the budget. It is our system. I am not talking about 
conelrad. TI am talking “about, our governmental system. That will 
permit our man in ¢ ‘olorado Springs simultaneously to talk to every 
city in America to receive that warning. 

Mr. Tuomas. You have to use somebody’s facilities ? 

Mr. Peterson. That is correct. 

Mr. Tuomas. Suppose they aren’t working some place and don’t 
have any radio or television or what-have-you ? 

Mr. Peterson. You do not understand, sir-—— 
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Mr. Tuomas. In other words, you are going to contact every sta- 
tion, and that warning time depends on how many stations are going 
to have how many listeners? 

Mr. Prrerson. We are going to contact in the first instance official 
reception points in every city in America. That doesn’t get as far 
as you are talking about. We can do that in one minute. The next 
stage will be to get the warning to the people. That is a much more 
difficult proposition. 

This conelrad business is one which presently we are considering 
with the Air Force. Conelrad was set up because the Air Force 
wanted to deny the signals of a radio station for homing purposes by 
enemy airplanes. There are some people who say the enemy isn’t 
concerned with these as a homing device, that they have navigational 
means—— 

Mr. Tomas. Isn’t that accurate? 

Mr. Pererson. I don’t know. 

Mr. Tuomas. They use their own devices getting over here, so they 
are not going to depend on conelrad when they get within 150 miles 
of the target. 

Mr. Peterson. The official Air Force position is that they want 
to deny this benefit to the enemy. We believe in civil defense that 
conelrad should be eliminated and that we should be permitted to take 
over all radio and television stations immediately upon receipt of 
word of enemy attack. We would do this in order that we may con- 
stantly broadcast to the people what is going on. We believe that 
panic and disruption in the country would be caused by lack of im- 
mediate information. A man who doesn’t know what is going on is a 
dangerous man. A man who knows what is going on and gets word 
from official positions in Government is a man who can be relied upon 
to act somewhat more rationally. That is the theory we are going on. 

Mr. Tuomas. You are 400 percent correct. 

Mr. Pererson. I don’t know how that matter is going to be resolved. 

Mr. Tuomas. Fear is the greatest thing you have to overcome and 
fear is stimulated and fed by one thing, not having any information. 
They are lost. If you have somebody to tell them to do this or do 
that, here is the plan, it takes the edge off. You folks have some pretty 
good psychologists, haven’t you? 

Mr. Pererson. We have some. I hope we have some common sense 
psychologists. I hope they aren’t all the long-hair variety. We want 
a little mixture. 


DELEGATION OF RESPONSIBILITIES 


Our delegation program has worked very well in the last year. We 
have 26 delegations now to 7 agencies. We have been able through the 
help and influence of the President to weld these agencies into a better 
coordinated whole, and we are doing a better job in utilizing govern- 
mental services than we have done before. 

Mr. Tuomas. I see one of the House committees made some pro- 
nouncement on that subject, too. I was inclined to think there might 
be a little truth in it. While you are on that subject, you might 
address yourself to it and see whether you think there is any truth 
to it. This is the report of the House Committee on Government 
Operations. I think my friend, Chet Holifield from California, wrote 
this report. 
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Although the FCDA is ostensibly the primary Federal agency concerned with 
civil defense, such responsibilities are divided among the FCDA, the Office of 
Defense Mobilization, and the Department of Defense. The FCDA and ODM 
delegate similar functions to various Federal departments and agencies, require 
similar techniques for analyzing bomb damage, and share responsibilities for 
industrial dispersal, 


and so forth. 

In other words, it is obvious that this group thinks the Administra- 
tor, Federal Civil Defense, ought not delegate any authority to these 
various Federal agencies, not only to the Office of Defense Mobilization 
and Department of Defense but particularly to these Government 
agencies, that have appropriations, like Health, Education, and Wel- 
fare, Commerce, and 2 or 3 others. 

I presume you have seen that report from that particular group. Is 
there any merit to their criticism about delegating that authority? 
Too many planning responsibilities are delegated to other Federal agencies or to 
outside organizations or to State and local groups. 

I certainly don’t agree with him on that last phrase. But you go 
ahead. 

Mr. Pererson. We are complying with the law, Mr. Chairman. The 
law provides that we shall not duplicate any existing facility in the 
Federal Government. I think the law is well written in that respect. 
So rather than setting up departments, creating new departments in 
civil defense to duplicate facilities that are already available in the 
Federal Government, we have been making delegations to existing 
agencies instead. We go to work and ask these facilities or people in 
the Federal Government to perform functions for us. 

For instance, it would be very foolish for us to try to duplicate the 
Weather Bureau, which keeps people in Battle Creek on a 24-hour 
basis to advise us of wind and weather so we can do the best job 
possible under presently known techniques. 

Mr. Tuomas. Aren’t they on duty 24 hours all over the country? 

Mr. Perrerson. That is right. But they work with us in meeting 
civil-defense requirements. 

Mr. Tuomas. I know a little something about this Weather Bureau 
operation, Just what are they doing for you that they make you pay 
for that they shouldn’t do anyway? What is peculiar about your 
operation that they wouldn’t do for John Public? 

Mr. Prererson. We are interested in high level winds and we are 
interested in radioactive fallout patterns in which the rest of the 
people they serve are not interested. 

Mr. Tuomas. They have that information and they are doing it. 
It is part of their job. Why not pass that information on to you, even 
though it is not a whole lot of concern to John Public? 

Mr. Prererson. They didn’t have that information until we asked 
them for the information as a result 

Mr. Tuomas. Nobody had it because no one thought of it. It was 
a virgin subject. J 

Mr. Pererson. It is a brandnew subject. There are many things 
which we don’t know about yet. They are conducting research work 
in that field to try to learn the answers to some of these subjects that 
are not presently known. 

Mr. Tuomas. Just reverse the pattern. In other words, if there is 
no Federal Civil Defense Administration, certainly the Weather 
Bureau would be duty bound to do that work? 
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Mr. Pererson. I would hope so. I would hope the work would 
be done, but it wasn’t done until we asked them for it. 

Mr. Tuomas. Of course; it was a virgin subject at that time. _ 

Mr. Prrerson. That is {he manner in which we try to operate with 
respect to these other governmental operations. We try to use the 
present facilities, personnel, and techniques that they have. 

Mr. Txomas. In your field they don’t have any; do they? You 
have to develop it. Iam not so sure that it will make any contribution 
for less money than your regular organization comes up with. It is 
not their duty. They are not charged with it by law. It is something 
foreign to their operation. They were not set up for that job. They 
can just point out a thousand and one things. They are going to 
take your money and do whatever they can. 

Mr. Pererson. Mr. Chairman, I don’t believe we could get the serv- 
ices we get from the Food and Drug people, for instance, for anywhere 
near the money if we didn’t get it from an already operating agency. 

Mr. Tuomas. The world knows now about atomic energy and fall- 
out, and it was established by the Atomic Energy Commission, whose 
primary duty it. is to disseminate this information, 

Suppose we didn’t have a civil-defense organization. Don’t you 
think the Food and Drug people would be doing what they are now 
and a little more ? 

Mr. Pererson. I would think so. 

Mr. Tuomas. It isa virgin subject. 

Mr. Pererson. However, it would cost exactly the same or more 
money if you would do it the other way. 

They would be before the committees of Congress to add the per- 
sonnel to do those jobs. They would insist to the Congress, as they do 
to us, that they don’t have the money to do it. 

Mr. Tuomas. I don’t think there is any doubt about that. If you 
take an ordinary bureau and if you add a comma to their authority, 
they will be back in 30 days asking for appropriations for that comma. 

Mr. Prererson. It has always been my feeling, and I think I have ex- 
pressed this before, Mr. Chairman; I have felt that civil defense will 
never work until at every level of government, every person accepts 
the possibility of an atomic attack upon this country and works the 
idaphicatione of that into his routine work day by day. 

We have to be prepared for this eventuality. That is the theory that 
T am proceeding on. 

Mr. Tuomas. I think you are right. I think the quicker you make it 
their responsibility, that it is their heart, that it is their life that you 
are helping to save and that you can’t save it if they don’t want to do 
it themselves, the better off we will be. 

It comes back to the old theory that you can lead a horse to water 
but you can’t make him drink. You can furnish the overall program, 
and if he wants to adopt it and take care of it for his use and benefit— 
it is something like that traffic signal out there. It is set up for my 
benefit. If I want to drive my car through the intersection and break 
my neck, after all, that is my responsibility. 

Mr. Prrrrson. It had been my hope years ago when I was first 
introduced to Civil Defense that the time might come when we could 
eliminate civil defense. 1 would like to see occasionally something 
eliminated from the Government of the United States or States and 
cities, but in this particular case it seems that the necessity for it con- 
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tinues to grow, for this reason: Our American military maintains 
peace in the world, in my judgment, simply because it 1s so strong 
that nobody dares to attack us, and in that sense is the stabilizing in- 
fluence in our world; nevertheless the facts are that if an attack is 
once inaugurated by an enemy, then the American military cannot 
defend the American people. The people will die if they are caught 
in these cities and we do not do the things that are necessary in civil 
defense to save a portion of them. 

That means the only thing that can save the lives of the people resi- 
dent in these great cities is passive defense or civil defense. So the 
necessity for this thing contmues to grow rather than to diminish. 


PERSON NEL INCREASES 


As you know, in peacetime it is very difficult to get people to be alert 
to what they should do in time of war. If we don’t prepare in peace- 
time, it is too late to do anything about it after the war once starts. At 
the present time we have over 1,000 people in our organization, which 
is comparable to about 1 battalion of troops in the United States 
military organization. 

In this budget you may have noticed, Mr. Chairman, we are asking 
for a good many more people.. We are asking for 1,879, a growth 
from 1,200, which we estimate we will have at the end of this year. 
The purpose of this increase is to give us greater strength not only at 
the national headquarters but at the regional level as well. 

We have seven regional offices. We want to get people out where 
they can work with the people in the cities and States. I appreciate 
that this is a sizable increase in a small organization in 1 year, and we 
would be prepared to discuss that with you as we go through the 
budget, item by item. 

I want you to know, Mr. Chairman and members of the committee 
that, in view of the size of the problem with which we are faced, we 
have always had a small army: 600, 800, 1,000, 1,200; 1,800 people 
will be less than 2 battalions with which to meet this problem. 

I still think it is a modest program, even though it is a pretty large 
increase in 1 year. Although there are many other things I could 
talk about, I don’t want to take up your time here. We can go 
through the individual items, Mr. Chairman. 

Mr. Tuomas. You have made a fine statement, Governor. I think 
your spoken word has a tremendous value. We in this committee have 
often said about you, that we don’t know anybody that takes more 
punishment than you do nor anybody who deserves more credit than 
you do. 

This organization has skyrocketed quicker than any other in the 
country. I don’t know if it isn’t a good thing to keep hammering 
away at it. The last point you have made there is so true. We are 
not cutting down on defense. We are still spending $45 billion a year 
on defense. Of course, if the worst comes to the worst. you can’t 
depend upon the Army doing this homework, and that is what it is. 


CENTRALIZATION OF AUTHORITY 


Mr. Evins. Mr. Chairman, the Holifield report, as I understand it, 
recommends more authority be centralized in the FCDA rather than 
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dispersal of it to all the agencies and volunteer groups and everybody. 
They point out that FCDA is a loose organization and that if we are 
to have truly effective civil defense, it should be under one central 
strong direction and control. What do you say about that, Governor? 

Mr. Pererson, I think the nature of this problem is such that 
essentially the Federal Government will have to take a larger hand 
in it with the passage of time. However, it is also true that the 
bombs are going to fall at the city level and the local level and the 
people are going to be in trouble out on the farms and ranches. There 
is no way the Federal Government can solve this problem by itself. 
The people must solve it themselves through the local governments. 
It must be a partnership arrangement. The committee report to 
which you refer goes entirely in the other direction. It believes in 
complete centralization of authority in this Agency or some similar 
agency at the Federal level, complete assumption of financial ae 
sibility by the Federal Government, a much stronger Civil Defense 
Administration. 

I think we will have to go in that direction, but I would certainly 
not want to see us go in that direction so fast that the States and cities 
felt relieved of all their responsibility. 


NEED FOR CIVIL DEFENSE 


If that happens, the thing won’t work. You can’t hire enough 
soldiers to meet this problem, or put enough men in uniform. I think 
the Holifield committee, if it makes any mistake, makes the mistake 
of oversimplifying this problem and thinking that construction of 


this vast shelter ee can assure the American people a greater 
t 


degree of safety than I believe is possible. 

As a matter of fact, safety in this situation is going to be highly 
problematical. I might illustrate what I am talking about here. I 
asked my staff to tell me what would happen. if you dropped one 20- 
million-ton bomb on a modern city of say, 1,800,000 people. 

They said if we built shelters to withstand 30 pounds of over- 
pressure per square inch and had those shelters properly distributed, 
we could save about 60 percent of the people. 

But Congressman Evins, you have fost 40 percent of 1,800,000 
people, so you still have lost 720,000 people even when you spend 
$450 million to build the shelters that we think would be necessary in 
this metropolitan area. i 

I think we are going to have to come, as I indicate] earlier, to a 
program of thistype. But I think we must go at it with extreme care 
and we must not oversell it to the American people. 

We must not make the American people believe that simply by its 
Government spending billions that we can save the people in cities. 
It is just an impossibility. 

Mr. Evins. And to get into their minds such security that they 
really don’t have ? 

Mr. Pererson. There isn’t going to be any security in a thermonu- 
clear war. That is the blunt fact. You are not saying anything im- 
pave about civil defense. There is no such thing as security in this 

ind of war. No one is prepared for this kind of war. 

Mr. Tuomas, Who is going to be foolish enough to start a thermo- 
nuclear war? 
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Mr. Pererson. I hope no one is going to be that foolish. 

Mr. Tuomas. In World War II Hitler had all the poisonous gas in 
kingdom come. In some of the scientists’ opinion the bacteria avail- 
able now could do as much harm perhaps as a nuclear war. 

Mr. Hitler had the means of carrying the gas and bacteria to us, and 
to all of his enemies, yet he didn’t do it. 

Conversely, we had as effective a gas, as deadly a gas, and as much 
bacteria and as deadly bacteria, and as many planes and more to carry 
it to him. We didn’t use it and neither did he. Why? If he 
dropped bacteria and gas, in 3, 4, or 5 hours’ time we would drop it 
on him. Who is going to be foolish enough to commit more or len 
suicide? 

When we dropped an atomic bomb on Hiroshima Mr. Truman 
wasn’t going to take too big a chance because he knew they. didn’t 
have one to drop on us. The shoe is on the other foot today. We 
know that in 7 or 8 hours Russia will retaliate and vice versa, .Who 
is going to drop the first one ? 

I don’t think we are going to be that foolish. We have only one 
man in this country to give that authority, the President, and I think 
he will take a long look before he uses the bomb, whoever he is, this 
year, next year or 20 years from now. I don’t think he wants to 
bring on national! suicide. I don’t think the Russians do. I doubt if 
anybody does. I hope we are talking about a problem that is never 
going to arise. 

That hope is bound to be transmitted into reality because on your 
own figures 40 percent of the people of the country are going to die. 
What national leader in any country wants to bring on nationa! sui- 
cide to his country ¢ 

There can’t be any winner in that type of warfare. Maybe we are 
talking about something that will never come to pass. I hope so. If 
it does, I am going to go back to Nacogdoches, if I can get there. I 
may not be table to get there. 

Mr. Pererson. I hope so. Maybe these are insurance premiums 
and they haven’t been too high. 

Mr. Tomas. They haven’t been too high. They are helpful. 

Mr. Evins. There are certain functions, however, that you feel 
that you should have centralized, centrally controlled in your office. 
For instance, you mention conelrad. Instead of it being dispersed in 
a lot of agencies, you feel in this particular function you should have 
the full authority over its operation and use? Certain ones you want 
to disperse; certain other ones you want to control; is that about the 
situation ¢ 

Mr. Pererson. That is correct. We need more authority in several 
directions. 

Mr. Evins. The conelrad people don’t want to give up the juris- 
diction ? 

Mr. Pererson. That is the Air Force. That may eventually be 
resolved. How long it will take to resolve it, I don’t know. 

I might just make one other observation, Mr. Chairman, if i+ is 
in order following Congressman Evins’ comments: The thing that 
worries me about the defense of the country is that I am fearful this 
isn’t the ultimate weapon, this atomic weapon. I am afraid someday 
the scientists may come up with some other weapon that will be more 
devastating, which will bring about destruction more easily than 
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these thermonuclear weapons. I don’t think there is any reason to 
believe that mankind has reached the zenith in its destructive ability. 
We have been good at developing destructive instruments all through 
our history. 

Mr. Tuomas. Ever since the invention of gunpowder we have come 
up with an antidote for them. 

Mr. Prrerson. Reasonably well. We haven’t come up with one for 
the atomic bomb yet. 

Mr. Tromas. I think, Governor, as I said a while ago, you and your 
staff have carved out for yourselves a place in our national history 
that is quite unique. I think it is deserved. You have gone out and 
you have preached and talked when you didn’t have very many lis- 
teners, but you have certainly brought to us an awareness of what 
can happen, and you deserve a lot of credit for it. 

You may not get too many stars in your crown for it for the time 
being, but in the years to come, as I say, you have made a name for 
yourself and your organization that is going to be quite unique. 


SUMMARY OF 1958 APPROPRIATION REQUEST 





Mr. Reporter, will you put—you have some good statements and 
tables here ; you have covered them pretty well in your statement—the 
table here on page 5 in the record ? 

(The material referred to is as follows :) 


APPROPRIATION ESTIMATES FOR FISCAL YEAR 1958 


The appropriation estimates for fiscal year 1958, within existing legislation, 
total $130 million, By appropriation, this amount is distributed as follows: 




















Appropri- Full-year Estimate, 


ated, fiscal cost, fiseal fiscal year 
year 1957 year 1957 | 1958 


Operations... Said bd ‘ ¢ $12, 560, 000 $14, 373, 166 $25, 000, 000 
Federal contributions ae 17, 000, 000 17, 000, 000 17, 000, 000 
Emergency supplies and equipment 50, 000, 000 50, 365, 225 75, 000, 000 
Surveys, plans, and research - - | 30,000, 000 10, 000, 000 6, 700, 000 


Salaries and expenses, civil-defense functions of Federal 


agencies 4, 000, 000 4, 000, 000 | 6, 300, 000 


Total -.-. : eco oka : .-| 93, 560, 000 95, 738, 391 130, 000, 000 


Mr. Tuomas. I notice you have $130 million for 1958 as against 
$93,560,000 for 1957. Do you have the figures for your first appro- 
priation fiscal year, 1951, through 1955 to complete the picture ¢ 


PRIOR YEARS’ APPROPRIATIONS 


Tn 1951, $31,750,000. You had a budget estimate that year for $403 
million. For 1952, $74,945,000, plus a pay-act increase which rounded 
it out to $75,310,000. That year you had a budget estimate of about 
$535 million. For 1953, $43 million. You had a budget estimate for 
$600 million. For fiscal 1954, you had an appropriation of $46,525,000 
in round figures. You had a budget estimate in round figures of 
$150 million. For fiseal 1955, you had an appropriation in round 
figures of $48,025,000, against a budget estimate of $85,750,000. For 
1956 you had an appropriation of $68,675,000. What was your 
estimate ? 


559 


Mr. Pererson. We requested $75,350,000. 

Mr. Tuomas. For 1957, which we already have in the record, you 
have an appropriation of $93,560,000, and that is when you begin to 
jump again. 

We jumped with you, didn’t we? $93,560,000 against a budget 

estimate of $123,200,000. This year you want $130 million. Your 
irda are virtually the same. 

I think it would be a good thing, Mr. Reporter, to insert this very 
nice table here on page 8. I believe that should be in the record. 

(The material referred to is as follows :) 


Federal Civil Defense Administration— Summary of appropriations 


| 
Appropriations 1956 actual | 1957 estimate | 1958 estimate 
| 


Operations: | 

I I ee ee aaa $280, 411 | $479, 000 | $824, 000 

(a) Research isuakueencausmwns 372, 289 

Civil defense education services . 2, 677, 629 » 916, 415 
Operations control services_......._. 3 - ns 2, 422, 044 | ; 9! 
. Technical advisory services. _........--- 796, 833 | ’ SF 1. 738, 000 
. Field representation ; 1, 780, 104 2 850, B05 4, 745, 000 
. Executive direction _- 414, 935 | 440, 000 642, 000 
. General administration 1, 910, 753 2, 085, 000 4, 372, 000 


NID OV Cobo 


10, 654, 998 12, 560, 000 
Adjustments: 
eee transfers to other : 1, 682, 151 
149, 851 | 
baer .| sebete 
Appropriation Gaeta? 2.008 tants 12, 487, 000 | | 5, 56 000 
Federa) contributions..........0.....i.-..-2-------1.---2-.--- | 12,193,902 | 20, 993, 083 
Adjustments: | 
Unobligated balance brought forward | —9,177,048 8. 993, 083 | 
Unobligated balance carried forward 8, 993, 083 5, 000, 000 
Unobligated balance no longer available - 390, 063 secnhansmainanan 


Appropriation (adjusted) _- | 12, 400, 000 | 17, 000, 000 17, 000, 000 


| 


Emergency supplies and equipment: 
1. Medical supplies and equipment 

(a) Emergency hospitals anata tia it 3, ~ 890 | , 125, 000 42, 250, 000 

(6) Medical and surgical Ehacautoccuccay | Ont 3, 125, 000 | s, oe 

(c) Blood and shock therapy 5 4, 861, 893 , 179, 700 | 9, 700, 000 

(d) Other. ont d oul 3, 734, 746 | , 360, 300 | , 300, 000 


Total medical supplies and equipment 26, 969, 449 , 790, 000 62, 000, 000 
2. Radiological and chemical warfare defense equipment. _| 4, 804, 677 , 910, 000 
3. Warehousing and maintenance of stockpile | 2, 058, 629 3,° 
Total... Ese Caht<e . 33, 827, 755 
Adjustments: | 
Comparative transfers to other accounts _- } 1, 682,151 | 
Unobligated balance no longer available 102, 396 | 





Appropriation (adjusted) a s , 7, ‘ | 7 75, 5, 000, 000 


Surveys, plans, and research: 
1. Survey plans . . . 454, 328 | , 208, 672 | 6, 095, 000 
2. Research a . . , 517, 092 | 4, 724, § | 6, 6, 700, 000 


Total. . ‘ . 2, 971, 420 83, f 12 795, 000 
Adjustments: 
Unobligated balance brought forward , 028, ! } —6, 095, 000 
Unobligated balance carried forward... ‘ 7, 028, 580 
Appropriation (adjusted) : | 10,000,000 | 1 ; 6, . 700, , 900 


Civil defense functions of Federal agencies: 
Total 1, 478, 115 , 000, 000 6, 300, 000 
Adjustments: Unobligated balance no longer available 61, 885 


Appropriation (adjusted) . - ; ‘ 1, 540, 000 ; , 000 6, 300, 000 


Total all appropriations 68, 675, 000 93, 560, 000 130, 000, 000 


88278—57—pt. 1-36 
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Mr. 'THomas. It might be well to look over your programs. 


OPERATIONS CONTROL SERVICES 


Here is a paragraph that I have heavily underscored dealing with 
operations control services: 
As a result of technical improvements started in 1957 and to be completed in 


1958, the average warning time to local key points will be reduced to less 
than 1 minute. 


It goes on to say: 


Funds are also provided in 1958 to integrate the civil-defense warehouses into 
the communications network, and to conduct a survey to determine locations and 
specifications for protective underground control centers at headquarters and 
regional offices. 

That is the 2 shelters at $1 million each that you have reference to? 

Mr. Prererson. No, sir. 


EMERGENCY SUPPLIES AND EQUIPMENT 


Mr. Tuomas. Here is another paragraph on page 7 that you might 
insert too: 

This finances the cost of establishing stockpiles of emergency hospitals and 
other medical supplies and equipment to treat casualties after attack. The 
1958 estimate, except for emergency hospitals, will finance enough medical sup- 
plies and equipment for an additional 500,000 casualties. Basic equipment for 
750 emergency hospitals and 1600 forward treatment centers is also included in 
the estimate. The estimate for 1958 now includes warehousing funds previ- 
ously budgeted under the “Operations” appropriation. 

You have about $5 million in there for your warehouses ? 

Mr. Prrerson. Yes, sir. 


OPERATIONS 


Program and financing 


1957 estimate | 1958 estimate 


1956 actual 


Program by activities: 
. Civil defense planning $280, 411 $479, 000 $824, 000 

(a) Research 2) | ene 
. Civil defense education services 2, 677, 629 | 2, 916, 415 
. Operations control services 2, 422, 044 2, 758, 395 4, 679, 000 
. Technical advisory services 796, 83% 1, 035, 385 1, 738, 000 
. Field representation wee | 1, 780, 104 2, 850, 805 4, 745, 000 
Executive direction 414, 935 440, 000 642, 000 
1, 910, 753 | 2, 085, 000 4, 372, 000 


NOoporm 


. Total obligations 10, 654, 998 12, 560, 000 25, 000, 000 
Financing: 

Comparative transfers to other accounts | 1, 682, 151 

Unobligated balance no longer available 149, 851 | 


Appropriation (adjusted) ‘ | 12,487,000 | 165, 560,000 | 
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Obligations by objects 


| 
1956 actual | 1957 estimate 1958 estimate 





FEDERAL CIVIL DEFENSE ADMINISTRATION 


Total number of permanent positions. __._...............--.-- 992 
Full-time equivalent of all other positions........_..._- ae. 24 
Average number of all employees | SAS, See scien 2 853 
Number of employees at end of year....._...._____- ‘ i 078 


Average salaries and grades: 
General schedule grades: 
SE Denlanibendmetmanpenwen Dilienasocnnkumelieal $6, 502 
Average grade ; Tea aun ecael GSs-9.1 GSs- 9.3 


Personal services: 
Permanent positions __. a , 524, 340 $10, 825, 159 
Positions other than permane nt ane | 156, 086 (y¢ 160, 
Regular pay above 52-week base osc mib heii seated 21, 329 |. : 82, 841 
Payment above basic rates Tian 104, 578 
Other payments for personal services. ..........-..-.-- 157, 845 





Total personal services _-__. _- : dew’ , 964, 178 7, 491, 077 
Travel... Saou at Srl aeecdid Seat 462, 230 598, 000 
Transport ation of things sdk inca 47, 580 79, 000 
Communication services . ined i, 454, 750 1, 709, 000 
Rents and utility services ; seces -| 48, 520 77, 600 
Printing and reproduction . ae nasil 763, 211 1, 043, 000 
Other contractual services . : a Baa 734A, 884 268, 000 

Services performed by other agencies_______-_-- 258, 976 313, 000 
Supplies and materials 5 tes ee 501, 261 569, 400 
Equipment ‘ccnmoek " 221, 631 162, 305 | 
Grants, subsidies, and contributions: | 

Contribution to retirement fund a gins anit - 
Pensions, annuities, and insurance claims. _.............. 16, 542 19, 361 
Refunds, awards, and indemnities.._- ame inca Rel Aiseninn « 

5 Taxes and assessments a © : 21, 429 21, 257 
"nvouchered. __.. ‘ ‘ at catemteae 6, 000 6, 000 





Total, Federal Civil Defense Administration__-_-- ad 10, 502, 701 12, , 357, 000 


ALLOCATION TO DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


Total number of permanent positions (commissioned officers, 
Public Health Service) 

Average number of all employees 

Number of employees at end of year... 


01 Personal services: Permanent eae incite ensnceuonuice 
02 Travel - - 
03 Transport: ation of things......-..--_-_- 
07 Other contractual services 
Grants, subsidies, and contributions 
Contribution to retirement fund - 
Taxes and assessments -_- 


~~ 


Total, Department of Health, Education, and Welfare-_- 





Total obligations. ...............- 








ee ee ee ee 
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Budget authorizations, eapenditures and balances 


1957 estimate | 1958 estimate 


| 
1956 actual 


a | 
ve 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation __-_-..- .-| $12,125,000 | $15, 560, | $25, 000, 000 
Transferred from ‘ ‘Emerge ney supplies and equipme nt, Fed- 
deral Civil Defense Administration”’ (70 Stat. 184) | 


Adjusted appropriation. __-_.-- Latanheneeb ase 12, 487, 000, | 25 000, 000 
Obligated balance brought forward . ‘ oad 2, 314, 215 | 2 483. 521 | 
Restored from certified claims account nt ‘ sae i ; I 21, 061 


Total budget authorizations available _- oneal 14, 801, 215 18, 064, 582 
Expenditures— deni y oad 
Out of current authorizations -_-—.-..---- 181, 341 12, 500, 000 20, 400, 000 
Out of prior authorizations . soe , 542, 482 | 2, 300, 000 2, 600, 000 
Total expenditures . __..| 11, 723,823 | 14, 800, 000 | 23, 0000, 00 
Balance no longer available: | 
Unobligated (expiring for obligation) Sead Ue : 149, 851 | 
Other. _..- . ; é 444, 020 
Obligated balance carried forward Ds standia seis tial totes ; 2, 483, 521 





Total expenditures and balances-_--.......-...-- 5 4, 801, 215 “18, 064, 582 | 28, 264, 582 


j 


Mr. Tuomas. Let’s t take a —_ at “Operations.” We will put 
tables A-2 and A-3 in here. — 
(The material referred to is as follows :) 


cumenery of programe 


1957 1958 


PROGRAM BY ACTIVITIES 


1. Civil defense planning heh piston eid $280, 411 | 79, 000 $824, 000 
(a) Research ie SSE a 372, 289 |. iii 
2. Civil defense education services - - -- Aawablics Lue ‘ 2, €77, 629 2, 916, 415 | 8, 000, 000 
3. Operations control services. -------~- eaauee : 2, 422, 044 2, 753, 395 4, 679,000 
4. Technical advisory services. - - - 796, 833 , 035, 385 1, 738, 000 
5. Field representation aia ngs ssid eat 1, 780, 104 | 2, 850, 805 4, 745, 000 
6. Executive direction SEkShasess ‘ ; 414, 935 , 000 642, 000 
7. General administration. _.......... itachi oe 1, 910, 753 , 085, 000 4, 372, 000 
se fos... ade o nee ok 10, 654, 998 2, 560, 000 | 25, 000, 000 

Financing: | 

Comparative transfers to other accounts - - pa ‘ 1, 682, 151 | 3, , 000 

Unobligated balance no longer available ee 149, 83 of 


Appropriation iierteinrmerewn’ « Poy ee 12, 487, 5, 560, 000 25, 000, 000 
PROGRAM BY OBJECT CLASS 


Total number of permanent positions 992 , 200 1,879 
Average number of all employees " 853 , 068 1, 697 
Average salary... Sian 5 ashe 5, 502 | 5, 705 6, 690 


01 Personal services $5, 964, 178 $7,4 ¢ |, 077 $11, 406, 000 
02 Travel . 2, 230 5, 000 , 392, 500 
03 Transportation of things _- , 580 9,000 173, 000 
Communication services , 750 F , 000 , 814, 500 
Rents and utility services__- , 520 77, 600 85, 000 
Printing and reproduction 763, 211 , 04 4: , 000 2, 645, 500 
Other contractual services 734, 884 268, 000 2, 863, 400 
Services performed by other agencies 5 976 313, 000 , 581, 000 
Supplies and materials 7 261 569, 400 410, 000 
Equipment 22 ‘631 52, 305 752, 000 
Grants, subsidies, and contributions 
Contribution to retirement fund 553, 600 
Pensions, annuities, and insurance claims 16, 542 9, 361 31, 800 
Refunds, awards, and indemnities 1, 509 10, 500 
Taxes and assessments 21, 429 21, 257 41, 200 
Jnvouchered 6, 000 3, 000 6, 000 


Total Federal Civil Defense Se 10, 502, 701 2, 357, 000 | 24, 766, 000 
Allocation to Department of Health, Education, and Welfare 152, 297 203, 000 234, 000 


Total 10, 654, YYS 2, 560, 000 25, 000, 000 
Comparative transfers to other accounts 1, 682, 151 ‘ , 000 
Unobligated balance no longer available 149, 851 | 


Appropriation. _ ---- ws ki ‘ 12, 487, 000 | 5, 560, 000 
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Mr. Tuomas. You are asking for $25 million against $15,560,000 
last year. 

Mr. Vurseii. Against how much last year? 

Mr. TxHomas. $15,560,000; 1,200 employees against 1,879 in 1958? 

Mr. Pererson. That is correct. 

Mr. Tuomas. I was noticing the total number of permanent posi- 
tions. To be exact, it is 1,200 last year against 992 for 1956 against 
1,879 for this year. The average salary cost has been going up every 
year, $6,502 for 1956. For 1957, you have the pay increase included 
in that figure. That is about the same, $6,705. This year it drops 
back down to $6,690. You have to have good people, but I think 
you are No. 1 on individual costs. What is the average salary of 
the Office of Defense Mobilization? I think they are ahead of you. 
As far as I am concerned, you can top it. 

We will go into the cost of the other objects in a minute. Your 
personnel cost is not. quite 50 percent of operations. What is it? 

ODM average salary is $7,722. He beats you by about $1,000. 
I wouldn’t take that. 

Mr. Pererson, I believe I will let him hold the pole for a while, Mr. 
Chairman. 

Mr. Tuomas. I wouldn’t let him keep it too long. 

Mr. Voursetu. Are you asking for a total of 1,879 positions? 

Mr. Txomas. I was just commenting that out of his operations cost 
of $25 million that his personal services is less than 50 percent of it. 
About 55 or 60 percent of it goes into other objects—communication, 
printing and reproduction, and a few of those other things—which 
really shouldn’t be charged under this account, because the other ob- 


ects cost ought not to exceed more than 15 percent of personnel cost. 
He charges a lot of supplies and equipment here that really ought to 
go to the stockpile, or some other account. 
Let’s look at the separate activities. 


Crvim. DerensE PLANNING 


What about civil defense planning? You want to spend $824,000 
against $479,000 for last year. 

Mr. Reporter, put page A-4 in the record. 

(The material referred to is as follows :) 


Justification of estimate 
1. Civil defense planning (estimate, fiscal year 1958) 
GENERAL STATEMENT 


The planning staff is the staff arm of the Administrator for determining the 
direction and scope of national civil-defense programs consistent with the 
nature of the threat, present and future, against the Nation. Its primary respon- 
sibilities fall within the areas of planning, research, intelligence, and economic 
requirements. 

The planning function: 


General 


The planning group carries out the primary function of the staff in recom- 
mending the scope and framework of the national civil-defense program. To 
do this, the following areas are developed : 

(a) General guidelines for the type of national civil defense required in 
light of the threat at any given time. 
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(bv) Balance and relationships between elements that should make up ‘pro- 
posed programs such as warning, transportation, public education, and training, 
shelter, etc. 

(c) Priorities and emphasis which should be given to the various elements 
of the total program. 

(d) Assumption of risk which should be taken or rejected in the program. 

(e) Analysis of current operational capability in comparison with projected 
programs in light of the developing threat. 

(f) Exchange of plans and policies with other Federal agencies through close 
and continuing association with their planning staffs. 

Mr. Tuomas. Summarize that activity for us. You have a lot of 
words here. What do they mean? I am not going to let you see my 
notes on some of this. 

Mr. Pererson. I think I understand what you mean, sir. Of course, 
this is really the key element in our entire operations activity. Here 
is where we try to foresee what is going to happen in the field of civil 
defense in the” years that lie ahead, based on what is going on in mili- 
tary and scientific circles. We do our long-range planning and certain 
short-range planning 

Mr. Tuomas (reading) : 





Its primary responsibilities fall within the areas of planning, research, 
intelligence, and economic requirements. 

That covers it all. Where is this activity located now? 

Mr. Prererson. Battle Creek is where these people are working. 

Mr. Tuomas. How many? What is the personnel load there? 
Mr. Starr. A total of 98 requested. 
Mr. Tuomas. I don’t see a little table. 
Mr, Starr. It is page A-11. 
SUMMARY 


OF OBLIGATIONS BY OBJECT CLASS 





Mr. Tuomas. Let’s put A-11 in the record, Mr. Reporter. 
(The material referred to is as follows:) 


Summary of obligations by object class 












Addi- 
tional | 
| funds Increased 
Actual, | Estimate,| required | Base for | require- | Estimate 
fiseal vear|fiscal year! for pro- /fiscal year|.-ments, fiscal year 












1956 1957 grams 1958 fiscal vear 1958 
financed, 1958 | 
| part year, | 
| fiscal year 


1957 



















01 Personal services__.- acd _.| $260, 801 $4! 51, 422 | +$51, 615 | $503,037 | $224, 963 $728, 000 
02 Travel __. 7 14, 378 26, 000 +-8, 224 34, 224 | +22, 776 57, 000 
07 Other ec ntractual services___- 331, 393 || 
Services performed by otheragencies., 44, 446 

08 Supplies and materials 314 
08 Equipment. | 37 ‘ 
11 Contribution to retirement fund +35, 500 35, 500 
12 Pensions, annuities, and insurance 

claims. _- . be 770 1, 017 . 1,017 +783 1, 800 
15 Taxes and assessments. al 561 561 561 + +1, 139 1, 700 


TOGA 4. tensor -nehhot ness J 700. 479, 000 | +59, 839 538, 839 +2865, 161 824, 000 


Mr. Tuomas. You have a request for 98 prope and for 1957 you 
had 57, didn’t you? Are they located in Battle Creek ¢ 





567 


Mr, Peterson. No; we have a very few of those people in Wash- 
ington. The number in Washington is eight. 


REGIONAL OFFICES 


Mr. Tuomas. How many regional offices do you have now? 

Mr. Prrerson. Seven. 

Mr. Tuomas. Where are they located ? 

Mr. Pererson. They are located outside of Boston 

Mr. Tuomas. There is a table here showing the location. 

Mr. Perrerson. It is on the first chart, I think. It is on page 1. 

Mr. THomas. Mr. Reporter, at this point take the information on 
page 1 and break it out on your regional offices, Harvard, Mass., 
Olney, Md., Thomasville, Ga., Battle C reek, Mich.., ’ Denton, Tex., set 
out that chart, and add to it the number of employees you have in 
each one of these offices and furnish that to the reporter, will you? 

Mr. Srarr. Yes, sir. 

(The material referred to is as follows:) 


Authorized positions by region 


103 
100 
80 
90 
&3 
79 
96 


Region 1; Harvard, Mass .-. ss adie oo Haden ale 3 | 60 
Region 2: Olney, Md : oatadareeehan 5 | 60 
Region 3: Thomasville, Ga- ; | q 47 | 


Region 4: Battle Creek, Mich ‘ 36 48 
Region 5: Denton, Tex ‘ akieiaaenn | 30 |} 49 
Region 6: Denver, Colo ‘ pahéivk ssalden delete 34 | “ 
Region 7: Santa Rosa, Calif | 


: 355 | 


Mr. Tuomas. Do you have any planners in your regional offices ? 

Mr. Pererson. They are all in the headquarters office. Next year 
we would like particularly to have some in the regional offices. Today 
we do not have any of them out there. 

Mr. Tuomas. What are you going to do with these extra people this 
year ? 

Mr. Pererson. May I ask Mr. Quindlen to run through this very 
quickly ¢ 

Mr. QurnpteN. Mr. Chairman, 4 of these professional people would 
be in long-range planning, 3 of them for additional supervision and 
control in the ‘delegation program, 7 of them additional in research 
supervision, and 10 in the economic requirements area, plus supporting 
clerical personnel. 


EpucATION SERVICES 
Mr. Tuomas. What about the education activity, $8 million ? 


Mr. Reporter, put in page A-12. 
(The material referred to is as follows :) 


Justification of estimate 
2. Education Services, estimate, fiscal year 1958 
GENERAL STATEMENT 


The development of more powerful nuclear weapons has placed the civil-de- 
fense problem squarely at the doorstep of every American family. The hazards 
of total war today are equally grave for rural populations as well as those 
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of. potential target areas. In the event of attack, every family has a life or 
death stake in civil defense and simultaneously a responsibility which it must 
be educated to fulfill. 

This situation imposes an immense education task which must be met if the 
United States is ever to have an adequate civil defense. 

Education Services is charged with the responsibility for this education task. 
It has these three major objectives: 

1. To make the people of this Nation aware of the need for a strong civil 
defense. 

2. To inform them as to what protective measures can be taken, and the 
ways in which they can participate in civil-defense activities. 

3. To train them so that in any disaster, natural or nuclear, they will 
respond correctly in a natural, sober and instinctive manner. 

These objectives will be approached by, first, dissemination of appropriate in- 
formation to the public; second, persuading the public to make use of this in- 
formation and to participate actively when called upon to do so; and, third, by 
training an adequate corps of civil defense volunteers and professionals. 

These three means are interdependent and must progress in unison. Dissem- 
ination of information alone will not motivate either individuals or families to 
undertake the activity we seek. Neither can a campaign of persuasion be 
effective without a solid base of information. 

Success of the program will be measured only by the number of people ade- 
quately prepared to take the most effective survival action. 

The plan for fiscal year 1958 is based on the following essential facts: 

1. Each citizen has a personal responsibility for civil defense action. 

2. Rural areas are now as vulnerable to damage from radioactive fallout 
as urban areas are to blast. 

3. Reception and target areas must develop joint operational plans includ- 
ing portions dealing with emergency information and instructions to the 
public. 

4. Adequate family- and home-protection operations are essential to an 
organized civil defense effort. 

To establish the overall acceptance of civil defense as an indispensable part of 
our national seeurity, Education Services will carry on extensive programs in 
three general areas: Public awareness, incentive, and training. 

Mr. Tuomas. This is your general statement. To me it is one of 
your most effective activities. 

The development of more powerful nuclear weapons has placed the civil-de- 
fense problem squarely at the doorstep of every American family. The hazards 
of total war today are equally grave for rural populations as well as those of 
potential target areas. In the event of attack, every family has a life or death 
stake in civil defense and simultaneously a responsibility which it must be edu- 


eated to fulfill. 
This situation imposes an immense education task which must be met if the 


United States is ever to have an adequate civil defense. 
TRAINING SCHOOLS 


You have 1 training school and you are going to put up 2 more; is 
that correct? 

Mr. Pererson. Yes. 

Mr. Tuomas. Where is the one located now? 

Mr. Pererson. Battle Creek, Mich., now. We have a rescue school 
at Olney, Md. We would like to have general training schools on the 
west coast and on the east coast to save travel cost. 

Mr. THomas. How much do you intend to spend on each one of 
these schools? What is going to be the period of education? How 
many are you going to bring in, and'so forth and so on? 

Give us a little quick résumé of it. 

Mr. Pererson. We are starting an advance course at Battle Creek, 
Mich., which we were granted permission to do by Congress last year 
in the bill that was sponsored by Mr. McCormack in the House. 
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That course will run 3 months. We are asking for $335,000, within 
the estimate for Education Services, to organize this school. There 
is an associated amount of $715,000 carried within the General Admin- 
istration estimate for supporting costs. This will be a graduate school, 
into which we hope we can get people who are to become city and 
State civil-defense directors and see that they are thoroughly indoctri- 
nated in this work because it is becoming increasingly difficult. 

The two training centers that we would like to set up will involve, 
according to our budget figures here, an expenditure for the next year 
of $477,000 from the Education Services estimate. Supporting costs, 
carried within General Administration, will add $110,000 more. The 
location of those schools we haven’t determined. 

Mr. Tuomas. How much? 

Mr. Pererson. $477,000. 

Mr. Tuomas. I have a figure here of $900,000. 

Mr. Pererson. It is $477,000. I ran the total of the other schools 
in with this one. There would be a little over $235,000 for each school 
to operate these training centers. 

Mr. THomas. How many people are going to each one of these twe 
new schools that you are going to set up? How many are going to the 
one in existence? What is the period of instruction? Who pays the 
travel cost? Who pays the room and board bill when they are there? 

Mr. Pererson. I will ask Mr. Wagner to answer that. 

Mr. Waener. Training centers will train instructors in skills train- 
ing: warden, auxiliary police, the technical program. They will train 
instructors who will in turn return to their home cities to train the 
volunteers. 

The courses will be 1 week in length. 


NUMBER OF PERSONS TRAINED BY CIVIL DEFENSE 


Mr. Yates. How many volunteers have you had during the last 
fiscal year or the previous fiscal year? 

Mr. Waener. We estimate a half-million were trained. 

Mr. Yates. That you have trained? 

Mr. Waener. Not us personally; civil defense at all levels. 

Mr. Yates, You have had a half-million volunteers? 

Mr. Prrerson. Trained volunteers. 

Mr. Yates. You have a half-million trained volunteers throughout 
the country ? 

Mr. Prrerson. That is in the last 

Mr. Waener. That is our estimate. 

Mr. Pererson. Is that through the total program ? 

Mr. Waenerr. That is what we feel we have on hand now that have 
been retained. i 

Mr. Yates. I have a feeling from your answer that there is nothing 
specific because you say it is an estimate and you have a feeling. What 
do you know definitely ? 

Mr. Waener. We do not know definitely. 

Mr. Yates. Do you know definitely the number that you have 
trained ? 

Mr. Pererson. We know the number definitely that we have put 
through our schools. 

Mr. Yates. How many have you put through your schools? 
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Mr. Prererson. The figure that I have here, Congressman, is 13,590 
will have attended our Federal schools through the current fiscal year. 

Mr. Yates. In what period of time? 

Mr. Peterson. That is in the period from 1951 through the current 
fiscal year. That is broken down by the different types of schools 
we have and the different courses. 

Mr. Yates. Do you have a table which shows that breakdown? 

Mr. Pererson. Yes, sir. 

Mr. Yares. Can that table be put in the record ? 

Mr. Prrerson. Yes, sir. 

(The information requested is as follows:) 


History of FCDA activities 1951 arte 1958 


Fiscal year— 


| 
Esti- Esti- 
1955 1956 | mated | mated 
1957 


General school: 
Courses... 
Students___-- 
Traveling teams: 
Courses... 
Students__- 
Followup courses by St: ates: 
Courses -- iy 
Students. _.-- 
Advanced course: 
Courses... 
Students_- 
Radiological defense school: 
Courses. . 
Students__- 
Rescue school: 
Courses... 
Students... ; 
Northwestern University traffic 
course; | 
Courses... 
Students __ 
High-school instrue tors ‘radiolog- 
ical defense: 
Courses. 
Students.- wd a | 
Training centers (2): | 
Courses. 











a 


, 000 | 


Students___..__-- sac | 134. 
Total: | 





49 38 75} | 128 
2, 506 | 1,542 | 1,363 | 2,877 | 3,349 | 6,410 | 











| 

| 

| 

i 
Courses_. : 8 48 73 

! 


SE Lem dendeliniks -| 365 | 1, 588 





In addition to the students an additional 1,500 people will have attended 
various conferences, short courses, and seminars conducted by training service 
personnel. 

Mr. Osrertrac. Governor, taking it from there, is there any record 
as to how many people were trained as a result of this training 
program ? 

Mr. Pererson. I think that is why Mr. Wagner was a little bit 
indecisive. 

Mr. Yares. I wanted to put the table in there and wanted to know 
how you arrive at a half-million out of the 13,590 figure. 

Mr. Pererson. We use the multiplier pr inciple in our schools We 
train people at the Federal school and then training schools are set 

up in States and in cities. We don’t have a complete reporting system 
from the States and cities. We don’t even have the authority under 
the law to require such a report. We do get reports. We multiply 
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them out. They have all sorts of courses at the local level and in 
cities and States. The half-million figure of trained volunteers is 
from 1950 through the present time; is that correct? 

Mr. Wacner. That is the number that we feel are on board now. 
Many have been trained and disappeared. 

Mr. Pererson. Can you answer the Congressman’s question? . This 
is a 500,000-—— 

Mr. Waener. 500,000. 

Mr. Pererson. That we believe we have right now, that are still 
with us. There have been more than that trained. Can you give the 
Songressman the number that have been trained or would that be 
entirely a guess? 

Mr. Waaner. That would be entirely a guess. 

Mr. Yares. Is this 500,000 a guess? 

Mr. Waaner. Yes, sir. 

Mr. Yates. Does the Federal Government contribute any money 
toward these schools at which you train people? 

Mr. Pererson We do in some now. We are doing it under the 
contributions program. 

Mr. Yares. The schools that have been in existence at which you 
have trained people have been on a State level? Has this been ex- 
clusive or is this 13,590 figure you gave of graduates of Federal 
courses ¢ 

Mr. Pererson. These are Federal courses. 

Mr. Yates. Are these instructors in the State schools or do the 
State schools have their own instructors? 

Mr. Peterson. Some of these become instructors in the State schools. 
Some are connected with State governments: Some are volunteers. 
The American Legion sends in 1 woman from every State and Ter- 
ritory to attend a 1 week’s course each year. Those women will prob- 
ably not become instructors. They will be citizens who are better 
informed. We do have a large number of people who come here and 
go back and start schools in the cities and States. 

Mr. Yates. Do you have any idea how effective those schools are? 
Perhaps it is my fault for not having more information, but I don’t 
have any schools at all, that I know of, in my congressional district. 
I wondered if you check up to see where the State is having these 
schools. 

Mr. Pererson. Others are carrying on an extensive program of 
education and training. 

Mr. Yates. Could you furnish for the record and could you tell us 
now what States are conducting training and where? 

Mr. Prererson. Yes. We will have to supply it for the record. I 
think we can give you a reasonably good report on that matter. 

(The information requested is as follows:) 


STATE AND Loca Crvit DEFENSE 


TRAINING 


While FCDA has no formal reporting system in effect to produce definitive 
information on State and local civil-defense training, it is known that there are 
13 civil-defense leadership schools in operation in the following States: 


Wisconsin Kentucky Louisiana 
Maine Tennessee Nebraska 
Connecticut Alabama Kansas 
Maryland Georgia 

Ohio Florida 
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On the basis of applications for matching funds, we have a record of State 
and local civil-defense training centers which are in process throughout the 
country. We have received a total of 22 applications. Of this number, 11 have 
been approved and 11 are still in process. Of the 11 approved, some of them may 
be in operation as is the case of Massachusetts, and others may be just in process 
of construction. The locations and States are as follows: 


Approved : In Process: 
San Diego, Calif. Weaverville, Trinity County, Calif 
Pasadena, Calif. New Haven, Conn. 
Willimantic, Conn. Orlando, Fla. 
Delaware City, Del. Griffin, Ga. 
Augusta, Maine Gary, Ind. 
Suffolk County, N. Y. Iowa State College, Ames, Iowa 
Lake County, Ohio New Orleans, La. 
Portland, Oreg. University City, Mo. 
Arlington, Va. Birdsboro, Pa. 
Miami, Fla. Kansas City, Mo. 
Bradley Palmer State Park, Tops- University of Michigan, Ann Arbor, 
field, Mass. Mich. 


In addition, there are a number of rescue training facilities which have been 
constructed primarily by use of matching funds. The locations of these facilities 
are: 

Rescue training facilities nationwide 


Facilities; Facili- Facilities| Facili- 





built, ties Facilities built, ties Facili- 
State FCDA | under | proposed State FCDA under ties 
type or | construc- type or | construc- | proposed 
equal tion equal tion 
Connecticut ....... 1 2 headeek cake Missouri__........- 1 RR dices 
recta ane ie eee Wisconsin........- Ean canis nil ie a ell nial 
Massachusetts..... 1 EB WiSuswounuue Dn tctececcblobeccesocs E Risbopenaan 
New Jersey..-..... DL odconnstheiingenantinandiy Oklahoma. .......- b i MiiiecectpSdledesbeuntiec 
New York.-_.....-- 4 Wi Bodantdenienbed Si icicdengivaiseme WF Tnecdiicnsccthibihy-semnedeiann 
Delaware.......... 1 PT hbiiisa WL dads cL E be Lb deed Rss. dibdebe 
Maryland......... Lf OR ie eee ETE ic ch ce 
Wi Redlatedotteod dus Palibckcwes 1 || Minnesota.......-- De WWdcbcotatbacecuadens 
Pennsylvania_....-. I hcailenidncamed! 1 || Nebraska.........- S  leswachachabineskadee 
eg lca res eens B Fudbnnectene Si aiiniennn> Ie etteheainiesateengiltainins timate 
I aciitndn bith edegbcifelbeicbedicel 1 || Califormia.......... 3 Pili Sisdwcoe 
Geach Sa hd ala i cascade na iecieeinaindl PR ccndcoossese IT ndhiaieelatieekAseunie 
Sls oe oni Eten catenins 1 CPOs’. dddanansctiedaiedenne S Rieves eth 
oork Carolina...- Renew hcteniibined aaigres deeabeminil i cainnnatieadaatil DL nadedtpa do laciidonan 
ennessee......... Ee sek dethatidien tan mde 
BOR sedee Riléedcdédude 1 Dotalsci.... 38 ll 6 
Michigan.......... D. Ensenesnane 








Mr. Osrertag. Governor, the FCDA has a central Feder aan organiza- 
tion. You receive reports from the various States and communities, 
do you not? Don’t they report back through the State organization 
to you as to activities and training and programs of one kind or 
another ? 

Mr. Prrerson. The reports that we get which are definitive are 
those that deal with programs where we put up money and then we 
can require reports. 

In some of the activities of the States there is no requirement in law 
that they report to us and in fact we do not receive adequate reports. 

Mr. Ostertac. Would that be one of the weaknesses in being unable 
to - how many people have actually been trained under this pro- 

am { 

Mr. Pererson. I think it is a weakness, yes. It indicates a weak- 
ness either in 2 areas or, let us say, in 1 area. We don’t have the 
authority to demand these reports under the law. 

Mr. Yates. I would think that the Federal Civil Defense Adminis- 
tration would have a strong liaison with the State organizations so 
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that in case something happened the network that you have established 
would flow into the network that the States have. I get the impression 
from your testimony this morning that there is no such strong liaison, 
that it is a hit-or-miss program as far as the States are concerned, 
attributable either to the fact that we don’t have any requirements of 
a Sn nature, or at a wholly volunteer level the FCDA has not 
followed up on what the States are doing so that you actually know 
what they are doing. 

Mr. Peterson. Civil defense in the United States by law is a respon- 
sibility of the States and localities. The enactment of the Congress 
in 1951 says that specifically, that States and cities would not even 
have to report to us if they did not want to. However, they are very 
cooperative. 

e second thing is that this thing is on a voluntary basis, and we 
don’t have the same type of machinery which one would have, say, in 
a military organization with its command setup and its reporting 
setups. We have tremendous power if the war breaks out, but we have 
very limited powers in peacetime. 

Mr. Yates. Right now it appears to be on a very slipshod basis. 
I can’t escape that conclusion. I wonder in the event an emergency 
comes along whether or not you have the basis throughout the States 
and local communities for undertaking the type of—perhaps that is 
the wrong word to use—for carrying out the necessary function to 
protect our people. 


COST OF TRAINING SCHOOLS SINCE 1951 


One last question: What is the cost of your instruction in your 
school ? 

Mr. Peterson. All of the schools? 

Mr. Yates. Yes. 

Mr. Peterson. On an annual basis? 

Mr. Tuomas. $8 million. 

Mr. Ostertac. That is the whole program. 

Mr. Yates. You have had schools since 1950, haven’t you? 

Mr. Prererson. Yes. How much did we spend last year was the 
Congressman’s question. 

Mr. Starr. In 1958 it is $900,000. 

Mr. Yates. You have trained 13,590 instructors. What did it cost 
you to train them? This is over a period of 5 or 6 years. You have 
trained 13,590 instructors. I would like to have the total cost of the 
training. 

(The information requested is as follows :) 


Recapitulation of training costs 


Fiscal year All training Number of | Average cost 
expenses trainees per trainee 


| 
$395, 955 365 | $1, 085 
1, 422, 090 1, 588 896 
843, 400 2, 506 
491, 182 | 1, 542 | 319 
443, 700 326 
442, 753 | : 154 
696, 576 , 349 | 208 


337 


{—_—_—_— 


Subtotal 4, 735, 656 348 
1958 estimated ‘ 2, 243, 500 | | 350 


6, 979, 156 20, 000 | 349 
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Mr. Osrertac. Before you leave that subject, Mr, Chairman, may I 
ask why it wouldn’t be wise to call this activity “civil defense training 
and edueation service” rather than just “education,” because it seems 
to me that.a large part of it is training rather than general publicity 
or educational pursuits, 

Mr. Tuomas. I think thisaa pretty good paragraph : 

The general staff college courses of 1-week duration will be continued. The 
curricula and the student facilities will be expanded so as to accommodate more 
applicants. In past years applications for enrollment have exceeded the ¢a- 
pacity of our facilities and the potential of our faculty. 

Similar increased activity is planned for the traveling team program. In 
this program, the FCDA faculty team conducts the first leadership training 
course in a given State, and the State agrees to conduct a minimum of two 
courses per year for at least the next 3 years. 

These training courses have indicated a need for an advanced training course. 

I don’t think we have had a very good answer to the question: 
“What have you been spending?” This program has been in ope- 
ration ever since the passage of the act in 1951. Can-you turn to your 
records and tell us what you have been spending on your training 
program year by year from 1951 through 1957% This whole category 
is dealing with training. You do it either by schools or you do it by 
travel or you do it by pamphlet. This is nothing but training; isn’t 
that correct ? 

Mr. Srarr. Sir, in the $8 million for educational services, there is 
some mass media in the public awareness program and the program 
which is titled training—— 

Mr. Tuomas. Itis training, though? 

Mr. Srarr. Yes. 

Mr. Tuomas. The amount of money for training is $8, million this 
year. How are you going to spend it? Let’s get it in capsule form. 
Heretofore you have had one school. Now you want to have two 
more schools. What are your other methods of spending this money 
besides your school ? 


PUBLIC AWARENESS PROGRAM 


Mr. Persrson. This breaks down into the following funds. In 
the public awareness program we would like to spend in the next. year 
$2,682,000. This is the program where we try to tell the story to the 
American people, using national outlets, communications, television, 
radio, newspapers, magazines, and all other related media to tell the 
story of civil defense and create an awareness on the part of the public. 
We are doing reasonably well in this field on the basis of studies made 
by the Michigan Research Institute, which indicate that the Ameri- 

an people are becoming aware of the threat to America and the neces- 
sity for activity in this area. This includes also special weeks, such 
as National Civil Defense Week, Operation Alert, which we run every 
year. It includes exhibits at conventions and State fairs. It includes 
all types of materials, printed materials, leaflets, booklets, posters, and 
exhibits of various kinds. That is the biggest element here. 

Mr. Tuomas. That is mass contact media, $2,682,000. 

Mr. Srarr. In 1957 we plan $1,001,000. 

Mr. Pererson. This is the second stage in getting the action out 
of this entire program of ours in the field of education. Here we try to 

take the program down to the individual at the place where he lives—— 
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BREAKDOWN OF COSTS UNDER PUBLIC AWARENESS PROGRAM 


Mr. Tuomas. Governor, may I interrupt? On your mass ¢on- 
tact media, how is your money spent, in printing and binding, radio 
or television, or how ? 

Mr. Pererson. Weemploy people to prepare radio programs and let 
contracts on preparation of programs. The radio stations give us the 
time free of charge. We must prepare the material for them. We 
a are material for the television stations. 

r. Tuomas. That is free time, too? 

Mr. Peterson. Yes, for newspapers, magazines, all of this time is 
free. We must dothe preparatory work because the radio stations will 
not put their time into it, neither will television, magazines, or other 
people. 

Mr. Osrrrtac. How much goes into that? 

Mr. Yates. They want $2,600,000 for it. 

Mr. Tuomas. How much is that salary cost? Break it down other- 
wise. 

Mr. Srarr. There is no salary cost in there. 

Mr. Yates. It can’t be all printed material because you say you pre- 
pare radio scripts, 

Mr. Starr. [ have a list here which I will submit for the record: 
Newspapers, magazines, posters, kits, commercial brochures, spot an- 
nouncements, 15-minute shows, dramatic feature shows, topical pro- 
grams, TV film spots, 15-minute shows——— 

Mr. Yares. Who writes these for you? Do you have private agen- 
cies do that for you or do your own employees contract them out? 

Mr. Wacner. Most of them are contracted out. 

Mr. Yares. Advertising agencies ? 

Mr. Waener. Not advertising agencies. People or firms who spe- 
cialize in preparing programs. 

Mr. Yates. Specialize in what? 

Mr. Waener. Whatever field it is, radio or television. We contract 
with the firm to write, for example, a dramatic program from the in- 
formation that we give them. 

Mr. Yarrs. These are advertising agencies, aren’t they, really? 

Mr. Wacner. Not advertising agencies. There are many contrac- 
tors of this type. : 

Mr. Yatrrs. What about printed material ? 

Mr. Wacner. That is done by the Government Printing Office, 

Mr. Yates. Who prepares it? | 

Mr. Wacner. We prepare the printed material in Battle Creek. 

Mr. Yates. How much of this does go out to your so-called individ- 
uals and how much goes out to your advertising agencies? How much 
is done by your own ‘employees? 

Mr. Waaner. How much is—— 

Mr. + ates. Of this proposed $2,682,000? You spent $1,001,000 
last year, I think you said. How much did you spend last year? 

Mr. Gr arr. $1,001,000. 

Mr. Yates. How much of the at figure went out to advertising 
agencies or to these other groups? 
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Mr. Tomas. Can you submit to us the number of pamphlets or 

scripts that you wrote, and do you have a sample here? 
r. WaGnER. Yes. 

(The information requested is as follows :) 

For the period July 1, 1956, through February 11, 1957, FCDA produced 29 
new publications in the area of public awareness. 

Mr. Tuomas. There is not a dime of this $2,682,000 for salaries? 

Mr. Srarr. That is right. 

Mr. Tuomas. What is it for, then ? 

Mr. Starr. It is for those printed materials. 

Mr. Tuomas. Nothing but printed materials? 

Mr. Prrerson. No, it is for film materials, also, as well as printed 
materials. It is for everything that is used in these various com- 
munication media. Some of it will be filmed for TV, some of it will 
be filmed for motion pictures. 

Mr. Tuomas. Is any of this charged to supplies and materials, or, 
under other objects? 

Mr. Srarr. Yes, sir. On page A-22 there is a breakdown. 

Mr. Tuomas. I mean of this particular item here of mass contact 
media of $2,682,000, or is there more charged under other objects? 

Mr. Starr. This is the total cost. 

Mr. Tuomas. It is not the total cost because you don’t have your 
personnel cost. How many personnel do you have doing this work? 

Mr. Waener. It is mixed in the whole education department. 

Mr. Prererson. How many people in your entire department- 

Mr. Herretrtncer. The estimate for 1957 is 210. 

Mr. Tuomas. What is it for 1958? 

Mr. HerreLrincer. 418. 

Mr. Srarr. 137 of that increase is for the training schools. 

Mr. Peterson. This department includes training schools, publica- 
tions, and public affairs. It is a three-headed department. 


PERSONAL CONTACT PROGRAM 


Mr. Tuomas. Let’s take the next program and we will do it step 
by step. Your next subject is personal contact. We have had one 
division so far, mass media, $2,682,000, and the next one is personal 
contact, $1,550,000. What did you spend for that purpose last year? 

Mr. Herre Fincer. $144,000. 

Mr. Tuomas. What is your $1,550,000? 

Mr. Herretrineer. It is for 1958. 

Mr. Yates, $144,000 for 1957? 

Mr. Herre.Fincer. Yes. 

Mr. Tuomas. This year you jump it up to $1,550,000. How much 
of an increase is that, 400 percent? I can’t count that fact. It is 
almost 1,100 percent. There is nothing wrong with you, gentlemen. 
How many people do you have mixed up in this program? 

Mr. Peterson. $547,000 in that activity in 1956; only $144,000 this 
year. I just wanted to ask the Budget Director to give an explanation 
for that drop there, because it makes this increase look somewhat less. 

Mr. Tuomas. Let them take their time. We are not trying to rattle 
you. We can ask more questions than you can answer. 
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Mr. Srarr. In fiscal year 1957, sir, we had the large Civil Defense 
Week program, which has cost us quite a bit of money, and we had 
to program that money from the other activities. That is why the 
decrease in 1957. 

Mr. THomas. Don’t use that word “divert.” You are getting pretty 
close to it. 

Mr. Starr. Programed some funds. 

Mr. Tuomas. That is the difference. You had to use it for some- 


thing else. How many people have you in this program and what is 
it all about ? 


While the awareness program progresses through the use of mass mediums, 
and as the atmosphere for acceptance of civil defense becomes more favorable, 
the public-education program must be carried directly to the people through 
personal contact. 

What has the atmosphere got to do with it? As to “personal 
contact,” do you mean you have some handshakers ? 

Mr. Yates. There is a question of “fall-in” instead of fallout. 

Mr. Tuomas. How many people have you in this program, and 
what do they do? 

Mr. Wacner. This is also a part of the overall service of 200-—— 

Mr. Tuomas. We understand that. 

Mr. Wacner. The incentive area is “how-to” materials. An ex- 
ample would be something we call a home protection exercise, which is 
a booklet. 

Mr. Tuomas. Let’s see the fruits of your efforts. Have you that 
booklet ? 

Mr. Waener. I will have to furnish that. 

Mr. Tuomas. You didn’t bring any of that material with you? 
You are bound to have some of those samples. 

Mr. Waener. I don’t have that particular booklet, sir. 

Mr. Tuomas. Is there any salary cost mixed up in this? 

Mr. Waener. No, sir. 

Mr. Tuomas. It is all printing? 

Mr. Waener. It isn’t all printing. Some of it would be filmstrips 
of “how-to.” 

Mr. Tuomas. How do you spend it? 

Mr. Waaner. This is mostly spent with the Government Printing 
Office. 

Mr. Tuomas. You don’t have any funds mixed up under “Supplies 
and materials, printing and binding,” have you? 

Mr. Waener. Not in that category ; no, sir. 

Mr. Tuomas. You have a printing and binding item over here. 
You just jumped the printing bill from $1 million to $2,584,000. 
There isn’t anything timid about you people. 

Mr. Waenrr. That is a combination, or a total of all the printing 
material in awareness, in incentive, and in training. 

Mr. THomas. You told us, Judge, a while ago, that this mass-con- 
tact mediums expense was for nothing but printing. I asked you 
if you had anything tied up under here in 07 and 08, and you said 
“No.” What makes up this 06 item of $2,584,000; nothing but print- 
ing and binding? 

Mr. Waener. That is a total of the printing in all the programs. 
It would include part of awareness material that is printed, part of 
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the incentive material that.is printed, and part of the training material 
that is printed. The total is the total printing. 

Mr. Tuomas.’ What you are saying is that this 06 item here of 
$2,584,000 is going to be the sum total of your mass-contact mediums 
and your personal contact? 

Mr. Waenerr. Plus the training, plus the material that is printed 
for training. 

Mr. Tuomas. How much is that? 

Mr. Waener. That is the total program of $900,000. 

Mr. Tuomas. You are out of money here. Your figures don’t jibe. 
You are a couple of million short. To be exact, you are $2,600,000 
short. 

Mr. Herrecrineer. All of the $900,000 for training is not for 
printing. 

Mr. Vurseii. Where is that $900,000 item ? 

Mr. Prrerson. It ison page A-15. You have three programs here, 
Mr. Chairman. The one in the creation of public awareness is done 
primarily on a national basis. In this you do not get down to con- 
crete specific action required on the part of the individual. This is 
an attempt to tell the broad general story. After we have told the 
broad general story, we then try to get some action. We call that 
persons contracts or public incentive. We then try to get the people 
to act in the family, in the church, in the schools, where they work. 
This requires a more specific type of material than we have in the 
public awareness program. This requires material that tells the 
housewife and the householder what they individually should do. This 
requires a totally different type of printed material. You see, you 
have an overlap in here. 

A speech by the President of the United States to help create publie 
awareness—and he has made some for us—is simply not going to get 
down to the specifics of what the householder should know. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Yarers. What has happened for 5 years? You have prepared 
these materials for 5 years, telling the same stories. Why are you 
spending these additional amounts ¢ 

Mr. Pererson. This is a constantly changing story. When I came 
into this agency in 1953, the largest weapon that had been used at that 
time was a weapon of 20,000 tons of TNT explosive force. Today, we 
face them up to maybe 20 million tons, many more of them and deliv- 
ered in different ways. At that time there was no discussion of radio- 
activity. Today it is probably the greatest threat in the world. Our 
scientists know very little about radioactivity, and our medical men 
about the treatment of radiologically caused diseases. As we develop 
new ideas, as we get information from scientists and medical people 
all around America, throughout our entire society, we come out with 
new booklets, new techniques, pieces of information that we can give 
to the people that will impel action upon their part. 

I understand it is pretty confusing. We have a three-headed pro- 
gram under our educational program. We have this business of public 
awareness, and then try to reduce that to action by the family, and 
then, in addition, we have this training program which is directed more 
at. people who are going to be leaders and workers in the community, 
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not simply householders within the community, or residents within 
the community. 

I don’t know if that is helpful, but that is what we have tried to 
describe in the pages here that start with A-12 and run over to A-22 
in what we call our “education services.” The name may not be exactly 
as it should be. 

TRAINING SCHOOLS 


Mr. THomas. Give us the story on this $900,000 on these schools. 
That is what Mr. Yates and I are really getting to. What about this 
$900,000? We want to know about the schools. You have accounted 
for about $4 million in printing. What about this $900,000? 

As more people are brought into the civil-defense orbit, we must increase our 
capacity to train. Training is the final step in adequate public education. It 
must produce the necessary skills to bring about the proper community organi- 
zation of civil defense, and more important—because civil defense is a new dimen- 
sion of American living—a corps of civil-defense professionals. 

Mr. Pererson. At the present time, Mr. Chairman, we have a rescue 
training facility and school at Olney, Md., where we teach people to 
pull people out of buildings and——- 

Mr. Tomas. What is that $900,000 going to spent for? 

Mr. Pererson. It will be spent to maintain that school. In addi- 
tion to that, we have a staff college at Battle Creek, where we teach 
1-week courses the year round. It will continue to maintain that 
school. It will also pick up what is known as our traveling schools. 
We send schools out to State universities 

Mr. Tuomas. That will not include the other two schools that you 
are planning to establish ? 

Mr. Pererson. It will include that, too. I will come to that in a 
minute. This traveling team we have organized goes out to State 
universities, enters into a contract, and we teach the school 1 year, 
teach it to their faculty members, and they in turn agree to teach it 
for 2 more years. That is another phase that is covered under this 
training program. 

Mr. Tuomas. What was that $900,000 figure last year ? 

Mr. Herre trrncer. Last year we spent, in 1957, $418,900. In 1956, 
$169,770. 

Mr. ‘THomas. Give us a breakdown. How did you spend that 
money in 1956? Was there any salary cost, travel cost, printing cost? 

Mr. Herretrincer. There is some printing cost. 

Mr. Tuomas. What is it for? 

Mr. Herre.Fincer. I can give you a very detailed breakdown. 

Mr. Tuomas. It doesn’t do any good to have it in your books. 

Mr. Herrevrinerr. Handbooks, $6,000; administrative printing, 
$4,300: revision and upgrading, $3,700; general school supplies, 
$2,500; general school equipment, $5,700; traveling contracts, $2,500; 
rescue school supplies and equipment, $1,400; radiological equip- 
ment, $10,200; Olney school expenses, $46,500 ; supplies and materials, 
general, $12,300; equipment, $3,100. 

Mr. Tuomas. There is no personnel cost mixed up in that? 

Mr. Herreirimncer. No. 

Mr. THomas. Any travel cost? 

Mr. HerreFrincer. It is not travel cost as such. 
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Mr. Tuomas. When you bring these people from the States up to 
Olney, at the start of the program, didn’t you pay their transporta- 
tion cost and furnish them some living quarters, and so forth? 
Didn’t you do that the first year, 1951 to 1952? 

Mr. Herretrincer. We have facilities at Olney to house the stu- 
dents, but the students pay their own expenses. 

Mr. Tuomas. I thought that—— 

Mr. Prererson. We asked for an amendment in the last session of 
Congress and got it in connection: 

Mr. Tomas. Hw many people are you going to train in these 3 
schools for this $900,000? The $900,000 is the least part of your cost. 
If you add your personnel cost and travel, that $900,000 would be what, 
$2 million, $2.5 million? How many people have you mixed up in it? 
How many jobs have you charged to that program ? 

Mr. Wacner. We propose 2,000 in the general staff college at Battle 
Creek. 

Mr. THomas. 2,000 students during the year? 

Mr. Waener. Yes. Six traveling teams. We propose 1,770 stu- 
dents. These are taught by the State universities. 

Mr. Pererson. The graduate school? 

Mr. Waener. The graduate school would be 150. 

Mr. Tuomas. Whereabouts is that located / 

Mr. Wacner. That will be at Battle Creek. 

Mr. Tuomas. We have about 3,900 now. 

Mr. Pererson. In the rescue school, how many ? 

Mr. Gatiacuer. About 1,000. 

Mr. Pererson. In the 2 training schools, 1 on the east coast and 1 
on the west coast, how many ¢ 

Mr. Waener. 500 in each one. 

Mr. Prererson. That would be 1,000. 

Mr. Waener. Counting 240 instructors to be trained in radiological 
defense, and 250 additional in specialized courses, we will have a total 
student load of 6,410 in 1958. 

Mr. Pererson. 500 in each of the 2 regional schools, 1 on the west 
coast and 1 on the east coast. 1,770 people in the followup courses 
that will be taught by the States themselves. 

Mr. Tuomas. How many jobs do you have tied up in this printing 
bill here? How many jobs are associated, how many are in this 
$900,000 ? 

Mr. Wacner. 137. 

Mr. Pererson. The total number of people that will be required? 

Mr. Waener. It will be 193. 

Mr. THomas. How many in 1957? 

Mr. Srarr. 56. 

Mr. Pererson. Mr. Chairman, may I make a comment there? 
These totals may seem large, but General Motors spends something 
like $50 million a year to sell just a very common ordinary thing 
known as a Chevrolet. If you will take the amount of money that 
we are asking for here to publicize a very difficult program across the 
United States, $8 million, and compare it with what is spent to sell 
such things as Blue Ribbon beer, and other things of that nature 
clear across America, you will find our request is a very, very modest 
request. We are trying to educate 170 million Americans for $8 
million. 
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Mr. Tuomas. Your price is cheaper than Blue Ribbon’s price for 
beer. You are giving away your good commodity ; Blue Ribbon wants 
cash for their beer. 

Mr. Pererson. This sounds like an intricate program and a lot of 
money, but in actuality it is a very small amount of money with which 
to do a monumental job. 

Mr. Tuomas. You have personal services of $2,390,000. This repre- 
sents an increase of $950,225 over the estimated requirement for the 
fiscal year 1957. Does that wrap up this education services cost of 
$8 million ? 

Let’s go back and see if we can get a breakdown. You have $2,- 
390,000. Is that your entire salary cost for this educational progr am ? 

Mr. Waaner. Yes, sir. 

Mr. Tuomas. How many jobs are there in it now? 

Mr. Srarr. 210. 

Mr. THomas. How many did you have last year? 

Mr. Srarr. 185. 


COST OF TRAINING SCHOOLS 


Mr. Tuomas. Getting back to our original question, the cost of the 
training program of the schools, how much would you say that the 
schools actually cost you out of the 210 personnel and printing costs, 
how much of it would you say go to your schools, your four schools? 

Mr. Srarr. The training, sir, associated with that is 193 positions. 

Mr. Tuomas. Dollarwise what does it amount to? 

And when you talk about schools, are you talking about noes 
that we can understand, something that we can put our teeth into 
What I am asking you is: Out of your $2,390,000 salary costs, how 
much are you spending for schools ? 

Mr. Srarr. $1,200,000 which is associated with that 193. 

Mr. Tuomas. What is your total cost on the school? $1,200,000 out 
of your $2,390,000? 

Mr. Pererson. Yes. 

Mr. Tuomas. Does that finally get down to your question ? 

Mr. Yares. No. The question I asked him related to the 13,590 
trainees that had come out of the schools so far, and I had asked them 
what the cost had been for training those 13,590 in the last 5 years. 
This is for the current cost. There have been 13,590 trained. They 
hope to train a certain number this next year. What is the figure 
they hope to train? 

Mr. Srarr. 6,410. 

Mr. Yares. In 1 year, whereas in 5 years you have trained 13,590. 
How much did it cost to train the 13,590? How much did it cost to 
do that? 

Mr. Srarr. I will have to submit that. 

Mr. Tuomas. He wants to know what it cost you during the past 
5 years to train the 13,590. 

Mr. Peterson. Well, we will have to submit it for the record. 

(The information requested may be found on p. 573.) 

Mr. Yares. One thing bothers me, Mr. Chairman. The Governor 
talked about the fact that this is a small amount to sell such a big job 
compared with General Motors’ effort to sell its Chevrolet and Pabst 
Blue Ribbon to sell beer. 
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Isn’t it particularly difficult to sell any such operation during a 
period of peace and prosperity ? 

Mr. Pererson. Very much so. 

Mr. Yates. When peace and propserity is being preached, you can’t 
sell it? 

Mr. Pererson. It is very difficult. We are making progress, but it 
is difficult. 

Mr. Yates. The next item we ought to consider is technical 

Mr. Ostertrac. Before we leave this activity, Governor, it seems 
to me that it has been left up in the air as to what actually has been 
spent and what actually has been achieved during these several years 
past in connection with this training and education program ; and then 
also why is there such a tremendous programing or planning or step-up 
for this next year ? 

Perhaps there is sound and good justification, but I don’t believe 
it has been made clear how this step-up in the program is going to 
be achieved in 1 year as compared with funds and activities of the 
past 4 or 5 years. 

I thought it might be well for you to give a little clearer picture 
of it. 





BASIS FOR INCREASED REQUEST 


Mr. Pererson. In respect to what we have spent in the past and 
what we have achieved, we will supply that for the record. As to 
why we want to step it up for the next year, I am going to leave that 
to Mr. Wagner, who heads the service, but I want to say that we have 
been now in existence for 6 years We are well staffed and well or- 
ganized and know the paths that we must proceed upon, and we are 
better equipped today to expand than we have ever been. 

Now, I will let him pick it up from that point and you answer 
the Congressman’s question. 

Mr. Yares. If you are well staffed, why are you asking for addi- 
tional employees? 

Mr. Prrerson. We are well staffed, but we have to do the job. 
The size of our job is so tremendous we need more people than we 
have to come anywhere near accomplishing our job. By “well staffed” 
I meant we have a well-qualified staff of people in our organization 
at this time. When you stop to think we are trying to do a job as 
big as the military job and that we are trying to do it with 1,200 people 
and with those at the State level, we are trying to do the biggest 
job in the world with 2,400 people at the present time. 

Mr. Yates. But you testified the job was out in the States. 

Mr. Prerrerson. The present law says it is primarily the responsi- 
bility of the States and the cities. However, that law will have to 
be changed, and I think it will be changed during this session. In- 
creasingly the Federal Government is being forced to exercise greater 
leadership in this area if the job is to be done. That is not a reflection 
on the States and cities. That is just a realization of the nature of 
the program. 

We made a very small beginning in tackling a monumental prob- 
lem. Really, if we meet this problem we will eventually have to have 
involved as many people and resources in this field as we have in 
the military program. We hope we can have some of them on a 
volunteer basis so we don’t bankrupt the country. It is a job that 
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can’t be done with a small group of people. It can't be done with 
inadequate facilities, and it can’t be done without the expenditure of 
a good deal of money. 

Mr. Wacner. The major increase, Mr. Ostertag, is to bring ma- 
terials to the local level in the public awareness area using mass com- 
munications. We now have radio programs 21% hours a week, plus 
spot announcements. Additional money in the awareness area will 
be used to put these materials and allied subjects on the platters and 
films to send to the local radio and television stations which are not 
included in a particular network. 

It is also to supply our printed material to the States and cities 
on a request basis. In the past year, in fiscal 1957, we attempted to 
supply printed material to pn States and cities upon their request. 
We had enough funds in this area to supply it through October. We 
do not have any more funds Ae he the material they are asking for. 

The increase in training is an attempt to teach instructors who will 
be able to teach volunteers at the State and local level; and the two 
additional training centers are in that area. 

Mr. OstertaG. Have you reason to believe that your program can 
be stepped up to the degree that this budget request calls for as com- 
pared with what you have achieved in the ‘past 2 

Mr. Waaner. Yes, sir. 

Mr. Osrerrac. You are geared and ready and think you can get 
enough people to recruit and train to do the job this year? 

Mr. Wacner. Y es, sir. This year we won't be able to start the two 
training centers. In fiscal 1958, at the beginning of the year, we will 
get them geared up and going. We will be training mostly instruc- 
tors this year who will then return to the community and use our 
materials in a package course to teach the volunteers. 

Mr. Yates. Have you had any trouble in filling your schools in the 
past ¢ 

Mr. Waaner. No, sir. Our schools have been oversubscribed quite 
heavily. They are usually filled about 3 months in advance. 

Mr. Vurseit. What is the length of the term of your school? 

Mr. Wacner. They are all 1 week at present, or shorter. A few of 
them are more or less conference courses of 3 days. Most of them are 1 
week, 

OBLIGATIONS BY OBJECT CLASS 


Mr. Tuomas. Mr. Reporter, would you put page A—22 in the record ? 
(The material reherrall to is as follows:) 
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Mr. Prrerson. The reason they have been 1-week schools has been 
that we have had to learn how to instruct and teach in these schools 
and, also, Congressman Vursell, the people that have come have come 
at their own expense. You can’t hold volunteers at their own expense 
much longer than that period of time. In that graduate school we 
are hoping for a little different situation. But that will be a smaller- 
type school. 

TRAINING SCHOOL CURRICULUM 


Mr. Vourse.u. I want to commend you on the shortness of the school. 
In my opinion, this is a program where in 2 weeks’ time, at least, you 
could get a great deal of information across because you are teachin 
one thing, and the shorter your term of school, the greater you coul 
accomplish. 

Mr. Yates. What do you teach in a week? 

Mr.Waaner. We start out with the civil-defense orientation and 
then cover quickly the different services in civil defense, such as 
warden, police, fire, and rescue. Then we teach some civil-defense 
operations; teach something about what the delegation program is. 
It is a general orientation, sir. 

Mr. Yates. And these are your instructors you are teaching? 

Mr. Peterson. These are leaders and instructors. 

Mr. Yates. These are trained in a week? 

Mr. Waaner. Yes, sir. 

Mr. Prrerson. That is why we want to set up a 3-month graduate 
course, which we have authority to set up now. We also have courses, 
Congressman Yates, in fields of radioactivity, teaching people to 
monitor and handle radiological devices. We have courses in evacua- 
tion. We have had innumerable conference courses in several other 
fields of civil defense: Mass feeding and welfare procedures. Medical 
groups have come in, as well as nurses and hospital administrators. 
We have had church groups in, ministers, preachers, rabbis, to con- 
sider the religious aspects of this problem or phases of this problem. 
Our schooling runs into every phase of civil defense. Civil defense 
cuts completely across life. 


Oprrations Controt SERVICES 


Mr. Tuomas. Let’s put page A-23 in the record. 
(The material referred to is as follows :) 


Justification of estimate 


3. Operations control services, estimate, fiscal year 1958__.________ $4, 679, 000 


GENERAL STATEMENT 


Operations control services is that part of the Federal Civil Defense Administra- 
tion primarily responsible for the following: 
1. Development and maintenance of a public warning system. 
2. Development of an operating capability in the national civil defense 
organization, that will lend itself to swift action in an emergency. 

With the rapid development of modern weapons, it is necessary that operations- 
control services prepare and review operational plans, realistic and flexible 
enough to cope with these new advances. These plans must take into account 
regional and State and local circumstances, in order that a national capability 
for recovering from the effects of a nuclear attack can be made ready. 
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Some of the major objectives of operations control services for fiscal year 
1958 are: 
1. Continued improvement of the attack warning system. 
2. Continued stockpiling of medical supplies and equipment in strategic 
locations ready for rapid mobilization. 
8. Developing a system for the rapid transmission of bomb damag 
information. 
4. Testing operational plans at all levels of government. 
5. Providing training and assistance to the expanded regional staff. 
Mr. Tuomas. Let’s take a quick look at Operations Control Services. 
What did you spend for this service last year ? 
Mr. Srarr. $2,753,395 in 1957. 
Mr. Tuomas. How many people are connected with this program? 
Mr. Srarr. 181 in 1957. 
Mr. Tuomas. How many in 1958? 
Mr. Srarr. 217. 
Mr. Tuomas (reading) : 


FUNCTION OF OPERATIONS .CONTROL SERVICES 


Operations Control Services is that part of the Federal Civil Defense Admin- 
istration primarily responsible for the following: Development and maintenance 
of a public warning system; development of an operating capability in the 
national civil defense organization that will lend itself to swift action in an 
emergency. 

Tell us about this program. 

Mr. Duruantis. The Federal Civil Defense Administration is 
charged by Public Law 920 with providing warning and communica- 
tions in an attack on the United States. Our present system of pro- 
viding this is with three communications systems. We inherited 
these systems from the Air Force in 1952. They were devised in 1949 
in the age of 200- or 300-knot planes. This system is too slow and 
does not have the flexibility to provide adequate attack warning 
for the high-speed jet enemy bomber today. 

Mr. Tuomas. What are you doing, mixing this up with the medi- 
eal program ? , 

Some of the major objectives of Operations Control Services for fiscal year 
1958 are: Continued improvement of the attack warning system; continued 
stockpiling of medical supplies and equipment in strategic locations ready for 
rapid mobilization. 

Mr. Duptantis. Under the Operations Control Services, 1 of the 
7 offices is the Supply Office. The Supply Office, with technical guid- 
ance from the Technical Advisory Services, does the procuring, the 
warehousing. 

Mr. Tromas. What are you going to do with 36 additional positions 
this year than you had last year? 

Mr. Durtantis. The increased stockpile requires increased per- 
sonnel in the supply office. 

Mr. Tuomas. Weare going to attempt to talk you out of your stock- 
piling program this year, with the idea of taking inventory and seeing 
what we have. You wouldn’t need these extra people, then. 

Mr. Duptantis. We have asked for 8 in the supply office, 10 in 
Emergency Operations, 6 in Transportation, 11 in Warning and Com- 
munications Office, and 1 in the Surplus Property Office. 
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NUMBER OF UNFILLED POSITIONS IN FCDA 


Mr. Tuomas. How many unfilled jobs do you have as of January 
1 of this year throughout your agency ¢ 

Mr. Srarr. 108. 

Mr. Tuomas. 108 unfilled positions, as of today ? 

Mr. Srarr. January 31. 

Mr. Tuomas. Gentlemen, let us come back at 1 o’clock. 


AFTERNOON SESSION 
Mr. Tuomas. Gentlemen, will the committee please come to order? 
ATTACK WARNING COMMUNICATIONS 


We were looking at these nice maps which appear on pages A-24a 
and A-24b. As I understand it, the warning system will cost 
$1,220,000 to maintain on a full- time basis in fiscal 1958. This is an 
increase of $321,000 over the fiscal year 1957 costs and is a direct result 
of paying full-year rental charges for the additional circuits and 
switching equipment installed late in fiscal year 1957. This full-year 
cost, with the addition of the special equipment, will make up the total 
NAWAS estimate of $1,405,000. 


NATIONAL COMMUNICATIONS SYSTEM 


The national communications system is shown as costing $524,000. 
This is a network of teletypewriters connecting FCDA national head- 
quarters (lowpoint and highpoint) with the 7 FCDA regions and the 
48 States. Special equipment permits the network to be used for 
voice transmissions also, should the need arise. 


TELEPHONE SERVICE 


Telephone service, $242,000. These funds provide for all FCDA 
telephone services except administrative toll calls and include tactical 
switchboards and exclusive tie-line connections with the seat of govern- 
ment. An increase of $59,000 over fiscal year 1957 costs is required 
to provide additional service in keeping with projected expansion in 
the number of agency personnel. 


AGENCY CONTRIBUTION TO RETIREMENT FUND 


I notice you have an $85,500 item in here and you state that this 
amount is required to cover the cost of the Government’s contributions 
to employee retirement, insurance, and social-security funds. What is 
the total cost of that this year for your agency ? 

Mr. Srarr. $553,600. , 

Mr. ’THomas. Where is that listed ? 

Mr. Starr. On page A-2, the green sheet. 

Mr. Tromas. This is the first time you have had the item. It is a 
big item. Instead of making us search for it, you ought to set it 
out in bold type. 

You have $18,594,000 in “Other objects” which you have listed 
just as “Other objects”—$13,594,000. Get ready now to give a reason- 
able explanation for this $13,594,000 for “Other objec ts,” a little 
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summary table here and there. You do not have any place in the 
justification where you tie it up. After all, $13,594,000 is a little cash. 


TRAVEL EXPENSE 


For example, you list travel under Operations Control Services, 
$149,000. How many people do you have in your operations group 
to start with? How many people are involved in operations? 

Mr. Herretrrncer. This year, 181. 

Mr. Tuomas. Against how many last year ? 

Mr. Herrecrincer. 177. 

Mr. Tuomas. Where are these people located ? 

Mr. Herretrincer. Battle Creek, sir. 

Mr. Tuomas. Do you see what I am driving at now? 

Mr. Herretrincer. Yes, sir. 

Mr. Tuomas. The Bureau of the Budget may not be interested in 
these details, but we are. 

It says: 

To permit the headquarters staff to conduct direct staff work with the 
various regional offices; to allow staff employees to contact industry leaders in 
the areas for which they are responsible. 

How many people are in travel status? 

Mr. Srarr. 131 people. 

Mr. Herrecrincer. Approximately 33 days during the year. 


UNDERGROUND FACILITIES 


Mr. TuHomas. What do you mean by underground facilities, $350,- 
000— 

“Operations control services” is responsible for designing FCDA emergency 
operations centers. In order to provide for continuity of operations, these cen- 
ters must be protected from blast, thermal and radiological weapons effects. 

Complete specifications will permit construction of underground facilities 
for the seven regions and the national headquarters in fiscal year 1959. 

You have two items here. Is this planning money or construction 
money for eight underground shelters, or what do you call them? 

Mr. Pererson. Planning money. 

Mr. Tuomas. What is the total bill going to be for it: seven regional 
offices and the central office, is that right, sir? 

Mr. Pererson. We do not know what it will be, Mr. Thomas. 

Mr. Tuomas. If you do not have a construction figure, how do you 
arrive at your $350,000 planning figure ? 

Mr. Duruantis. The total estimated cost of the construction will 
be about $7 million. Our preliminary studies indicate this $350,000 
is the fund necessary to complete, or rather to initiate the studies, the 
surveys, the architectural studies, the field and soil sampling, and so 
forth, towards the total program. 

Specifically, $350,000 for surveys and inspection of existing or po- 
tential underground sites. 

Mr. Tuomas. $350,000 for planning money. 

Mr. Dupantis. That is correct. That is the standard 5 percent of 
the total. 

Mr. Tuomas. Does that include all of the architecture and the engi- 
neering cost, this $350,000, or is it included in your $7 million? 
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Mr. Dupxantis. This will cover the preparation of engineering 
and construction specifications for the selected underground sites. 


SPECIALIZED SUPPLIES AND EQUIPMENT 


Mr. Tuomas. Specialized supplies and equipment, $189,000. You 
say: 

There are requirements for specialized operational equipment at the national 
headquarters and each of the regional offices. These equipment items consist 
of special working equipment for emergency operations centers, maps and 
drafting equipment for planning and carrying out exercises, electronic test 


equipment, training equipment, and other operational equipment of a unique 
nature. 


You can buy an awful lot of maps for $189,000. 


Continual improvements are made in the technical equipment required for 
operations exercises and for preattack preparations. As in the military, some 
equipment purchased in the early days of civil defense has now become obsolete 
and should be replaced. This amount will provide for progressive replacement 
of present equipment items and for additional research and development of new 
technical devices. 

Mr. Starr. The $189,000 is broken down in this manner 

Mr. THomas. Where is it broken down in my book, sir? 

Mr. Starr. This object class is lumped together in your book, sir. 
This particular item is included as one item in your book. It is not 
broken down. I do have the breakdown here. 

Mr. Tuomas. It does not do me any good, you having it over there, 
does it ? 

Mr. Duptantis. This includes the transportation center equipment 
within the operations control room. We are establishing a transpor- 
tation center which will be maintained by the representatives of the 
industry who augment us during a period ‘of operational alert exercise 
or in emergency. 

Mr. THomas. Where will that be? 

Mr. Duptantis. In Battle Creek headquarters and in each regional 
office. For this equipment we ask $23,000. 

Mr. Tuomas. What are you going to buy with your $23,000? For 
your 7 regional offices that is about $161,000. What are you going 
to buy with your $23,000? 

Mr. Dupwantis. Sir, I believe you misunderstand me. This is the 
total for both regional offices and the national office of $23,000. 

Mr. THomas. Special equipment. What is it going to buy? 

Mr. Duriantis. I am not sure I understand. 

Mr. Tuomas. What will it buy, that $23,000? 

Mr. Duptantis. Maps, charts and specially designed working aids 
for the transportation 

Mr. Tuomas. Maps and what else? 

Mr. Durtantis. Specially designed working aids for the trans- 
portation 

Mr. Tuomas. That means just about as much to me as that man 
inthe moon. Does it mean any more to you ? 

Mr. Duptantis. Plotting boards, scheduling tables. We have to 
map all the data that is required. 

Mr. Tuomas. If it is understandable, you will say it. 

Mr. Duptantts. For rail, ship, and air transportation: plotting 
boards. This will provide that specially designed equipment. 
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Mr. THomas. Go ahead. 

Mr. DupLantis. We have $42,000 for emergency supplies and equip- 
ment for use with the national and regional test exercises, exclusive 
of the transportation requirement I just set forth. This is control 
equipment, aente, visual aids and other electrically controlled equip- 
ment. It comes to a total of $42,000. This is approximately $3,000 
for each region and $21,000 at the national headquarters. 

_ We have an estimate of $11,000 for special test equipment for main- 
tenance of radio equipment and for laboratory:certification and evalua- 
tion of devices under the contributions program and the research 
program. We have special display equipment. The majority of the 
operational display equipment to date has been furnished by industry, 
and other governmental agencies at very little cost to FCDA. There 
exists increased demand for special display equipment to aid in im- 
plementing the emergency operations program both at our headquar- 
ters and in the field. This is particularly true for field training and 
survival projects implementation. For, this amount we have asked 
for $15,000. There is also special working equipment estimated at 
$8,000. That amount is required to supply drafting equipment and 
special a coincidental to the preparation of working tools and 
guides, exclusive of these described in the transportation center and 
in the operation center itself. This amount will also enable the build- 
ing or the procurement of working tables, benches, devices required by 
the tactical and statistical preparations of program offices. This 
totals $8,000. 

CENTRAL MAP LIBRARY 


Weare asking for $90,000 for the establishment of a central map 
library. We will provide charts and maps for all regional offices and 
as required by States, county, and city offices. 

Mr. Tuomas. What kind of maps? Maps of the world, United 
States maps, or topographical maps of certain areas? Where are you 
going to get those maps, the Army Map Service, the Air Force, or 
what ? 

Mr. Dupiantis. The Department of Commerce assists in the prep- 
aration and procurement of the maps. 

Mr. THomas. I suppose they are in the map business to a certain 
extent through the Coast and Geodetic Survey, or Hydrographic 
Survey. 

Mr. Duptantis. We have primarily three types. One is the aero- 
nautical type, another is the Coast and Geodetic Survey type, and the 
third we procure. 

Mr. Tuomas. Do you buy your maps from them, sir ! 

Mr. Durtantis. That is right, sir. 

Mr. THomas. How many maps are you going to buy for $90,000? 

Mr. Duptantis. As a basis of the study, one for each community in 
the United States which is preparing a survival projects plan. 

Mr. Tuomas, You are going to have the Department of Commerce 
and the Coast and Geodetic Survey coming in here with an appropria- 
tion that is bigger than yours—they will want map money because 
Governor Peterson wants more maps than we can print. We have to 
build a new building, buy new equipment. 

Well, seriously, t rough, you have a job to do and if you are going 
into this thing seriously, and I know you are, making these prepara- 





591 


tions, you have not scratched the surface. You are like a young couple 
getting married, going to keep house. They have to buy everything. 
Regardless whether you have an atomic war or not, if this country is 
ever attacked and you get any type of war, you are going to have a 
pretty strong demand for some civilian defense. Do you agree with 
that ? 

Mr. Peterson. Yes, sir. I hope I am not here the day is happens. 


OBLIGATIONS BY OBJECT CLASS 
Mr. Tuomas. I believe we ought to have page A-35 in the record 


at this point. 
(P. A-35 is as follows :) 
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Mr. Tuomas. That is a résumé of your $4,679,000. 


Trecunicat Apvisory SERVICES 


I believe we might put page A-46 in the record at this point, too. 
This is for Technical Advisory Services. 
(The pages referred to are as follows:) 
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Mr. Tuomas. For Technical Advisory Services, you had 98 jobs in 
1956; 118 in 1957, and you want to increase that by 50 this year, mak- 
ing a total of 168, is that correct? 

Mr. Herre.rincer. Yes, sir. 


Mr. THomas. At a total cost of $1,738,000 against $1,035,385 for last 
year. 
FUNCTIONS OF TECHNICAL ADVISORY SERVICES 


Mr. Reporter, will you now follow that with pages 36 and 37. 
(The pages referred to are as follows :) 


Justification of estimate 
4. Technical advisory services, estimate, fiscal year 1958_._.._.__.-_-_-_ $1, 738, 000 
GENERAL STATEMENT 


Technical Advisory Services provides the Federal Civil Defense Administra- 
tion with a technical staff for engineering, fire, health, radiological defense, 
police, rescue, warden and welfare programs. It develops technical material 
for FCDA publications and prepares training materials to aid State and local 
civil defense organizations to devise emergency systems. These activities are 
carried out in cooperation with other units of FCDA and appropriate Govern- 
ment agencies. 

To achieve this objective, the technical specialists gather information from 
many sources, and adapt it to civil defense uses. Of special benefit are the 
research data produced by the Atomic Energy Commission and Department 
of Defense. Frequent consultation takes place with State and local people. 
Through this media. information and experience are related to known and 
estimated effects of modern weapons and adjusted to civil defense planning 
assumptions. This data can then be released through the FCDA regions to 
those responsible for actual use. 

Some prograins require the combined efforts of all the offices of the service. 
An example of such is the continental test program planned for late fiscal year 
1957, and future tests of weapons effects, either under field or simulated labora- 
tory conditions. To coordinate the test plans of other agencies with civil defense 
needs, frequent contacts must be maintained by the FCDA staff. The results 
of these tests must be translated into usable planning forms and made avail- 
able to civil defense authorities. These tests have and will continue to impose 
a substantial workload on all elements of the service. 

An example of another kind of testing TAS does is the casualty care field tests 
undertaken in the last year which produced a revision in the civil defense 
system for medical care. During April and July of 1956, two logistic exercises 
were held under joint sponsorship of FCDA and the Department of the Army. 
Sixteen national health organizations, including the American Medical Associa- 
tion, the American Hospital Association, the American Public Health Associa- 
tion, and the American Nursing Association, participated in these exercises, 
The TAS staff spent much time working with the Department of the Army and 
the gnest health organizations prior to test exercises. After the exercises, 
staff time was devoted to studying the implications of the exercise, which finally 
produced the new three-echelon concept. 

Now that a reoriented civil defense system for emergency medical care has 
evolved, the staff must devote its efforts to putting the program into effect. 
It will have to detail the items which will be included in the reequipped FCDA 
emergency hospital stockpile. It then faces the task of orienting and preparing 
training documents for the individuals and organizations which will carry on the 
medical care program under emergency conditions. 

Staff time will also be required to prepare new technical publications and to 
update information in present publications. Additional technical publications 
must be prepared as new information is made available. Most of the publica- 
tions released prior to February 1955, must be updated. Though most of the 
basic material in them is valid, they were primarily geared to weapons of re- 
latively low yield. The plans for fiscal year 1958 call for a general revision 
of publications and training doctrine, consolidation of material which has 
been published on an ad hoe basis, and issuing new publications containing 
heretofore unpublished information. 
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Technical Advisory Services must also provide technical surveillance and 
direction to civil defense responsibilities which have been delegated to other 
Federal agencies. This involves providing general criteria and standards, 
evaluating program progress, and integrating results into civil defense opera- 
tional training. 

The Service is also concerned with the problem of what equipment and ma- 
terials will be required in a civil defense emergency. Although major needs 
will be met from existing equipment and material resources, it has been 
necessary to develop some new equipment to cope with special problems. Among 
these specialized items are instruments for detecting and measuring radio- 
activity, vehicles and tools for rescue work, and chemical and biological 
warfare items. 

Technical requirements for the packaging, maintaining, and storing of these 
civil defense items are developed and continually reviewed. 


Mr. Tuomas. The first paragraph tells the tale. 


Technical Advisory Services provides the FCDA with a technical staff for 
engineering, fire, health, radiological defense, police, rescue, warden and welfare 
programs. 


Where are these brain-trusters located, Governor? 

Mr. Pererson. Battle Creek, Mich. 

Mr. Tuomas. Are any of them in the field in your regional offices? 
Mr. Starr. None of these here. 


Mr. Tuomas. These are your planning people for these activities? 
Mr. Pererson. Yes, sir. 
Mr. THomas (reading) : 


This activity provides for the development of a defense against the hazard of 
radiological warfare. This includes health protection measures against fallout ; 
organization and equipment requirements for detecting and measuring levels 
of radioactive contamination as a basis for gearing post-attack operations; pre- 
parting material for training courses for radiological defense instructors ; meth- 
ods for treating exposed persons; and methods for decontamination. 


Let us put the whole page in here. 
(P. A-88 is as follows :) 


SHELTER PROTECTION 


The enlarging effects of modern weapons, including the widespread effects of 
fallout and the imminence of the intercontinental ballistic missile, make it im- 
portant that shelter assume an increasingly significant role as a means for sur- 
vival. The preliminary planning for a national shelter program is already under 
way, but it is to be intensified during fiscal year 1958. As surveys reveal shelter 
deficiencies, current standards for protective construction will be reviewed and 
additional criteria will be developed for design, location and construction of new 
protective facilities or the modification of existing facilities so as to provide the 
necessary protection against the effects of present and future weapons. To assure 
that recommended standards for protective construction are adequate, FCDA 
will continue to participate in nuclear test programs, to review up-to-date techni- 
cal literature, and to develop engineering design data and specifications for shel- 
ter and protective construction standards. 


RADIOLOGICAL PROTECTION 


This activity provides for the development of a defense against the hazards of 
radiological warfare. This includes: 

1. Health protection measures against fallout. 

2. Organization and equipment requirements for detecting and measuring 
levels of radioactive contamination as a basis for gearing postattack 
operations. 

38. Preparing material for training courses for radiological defense in- 
structors. 

4. Methods for treating exposed persons. 

5. Methods for decontamination. 
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The 1958 plan provides for continuing and enlarging this program. Close co- 
ordination with the Atomic Energy Commission, the Department of Defense, and 
other Federal agencies will be continued and enlarged, as will education of the 
public and the instruction of specific personnel in radiological defense. Here TAS 
will work closely with Education Services. 

Mr. Tuomas. With respect to shelter protection, I read where you 
have two experimental shelter construction projects, about $1 million 
each; where is that detail? 

Mr. Herre rrncer. In the D series, sir; D-5. 


RADIOLOGICAL INSTRUMENTS 


Mr. Tuomas. Instruments come under your procurement program. 
I counted them some place this morning. What do you have: | million 
already on hand, or 900,000? 

Mr. Herre Fincer. 164,898 on hand or on the way as of December 
31, Mr. Chairman. 

Mr. Tuomas. Costing anywhere from $25 to $35 And what was 
the other cost ? 

Mr. Gatuacuer. Thirty, twenty-five, and the large bulk of them are 
like this one, about $6 apiece. 

Mr. Tuomas. You have roughly 165,000 on hand. Don’t you think 
you had better lay off the procurement of these instruments and let 
the Atomic Energy people refine what you have and come up with 
something a little bit newer and a little bit more modern? Some of 
these have been in the warehouse for 214 years. We are procuring 
them under the Ostertag amendment for education and training pur- 
poses across the country. 

Mr. Pererson. Actually, though, Mr. Chairman, AEC did not 
develop these instruments. We did it ourselves under research and 
in cooperation with the suppliers in the United States. This is our 
development, not their development. 

Mr. Tuomas. They have not given you much help on it? 

Mr. Pererson. I wouldn’t say that. I think they have cooperated 
with us in every way they can but we have carried the ball because 
we are now responsible for it. 

Mr. THomas. Who developed the Geiger counters that they have 
at their installations? [Every time I go in and come out, I have a 
little higher count than anybody in the crowd. Who developed the 
ones AKC has? 

Mr. Gauiacuer. They have a different need, Mr. Chairman. They 
have to measure lower levels of radioactivity. 

Mr. Pererson. They measure lower activity because they are op- 
erating under peacetime conditions. We are developing different 
instruments. 

Mr. Tuomas. I do not want you to get in trouble with this stuff. 
If you don’t have them, you cannot use them, I know. On the other 
hand, you may wake up one of these days with a bunch of outmoded 
ones and you will have the newspapers clamoring—1 million looks 
awful big in headlines—out of date and useless, and here we are, 
stuck with them. 

Mr. Gatiacuer. They will never be useless. We will attempt to 
provide better instruments, more effective and more efficient instru- 
ments. These will still do their job. They will measure radioactivity 
just as they are supposed to measure. 
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Mr. Pererson. I am in agreement with you, Mr. Chairman. Let 
me explain it just very quickly. Someone told me that we need 
$132 million worth of these instruments. We have been buying them 
at the rate of about five to eight million dollars a year. I should not 
personally like to see us buy less than five to eight million dollars 
or somewhere in that neighborhood, but I should not like to see us 
buy $132 million worth in a hurry because there is a possibility that 
better instruments are coming up, as you recommended. But we must 
go forward slowly. 

Mr. Tuomas. They will knock the cost down and pull the rug from 
under your feet. You can get embarrassed very quickly overnight. 

Mr. Peterson. We have to buy a few each year in order to make 
some progress against the size of our problem. I think our request 
is rather modest. 

Mr. Tuomas (reading) : 

Millions of injured survivors will require medical treatment after an attack. 


An established integrated system for medical care and rehabilitation is the 
only means to cope with this problem. 


TRAVEL EXPENSE 


By the way, how much travel are you charging to this account? 

Mr. Herreirincer. $150,000. 

Mr. Tuomas. You really jumped from $75,000 to $150,000, didn’t 
you. They cannot do much planning if they are out traveling all 
the time—somewhat like the mule: he can’t kick and pull all at the 
same time. If he is going to kick, he can’t pull. If you are going 
to plan, you can’t plan and travel, can you? 

Mr. GAttacuEr. The important part of the planning activity is 
to get out in the field and work with State and local planners. Joint 
exchange of information by personal, direct 

Mr. Tuomas. That old mail service is still running, isn’t it? 

Mr. GatiacueRr. There is no substitute for the spoken word. 

Mr. TxHomas. You have to talk this thing out. This is talk 
planning. 

Mr. GatiacueER. I hope it is scientific. 

Mr. Tuomas. Anyway, that is pretty good. That ought to be 
worth at least $35,000 or $40,000—certainly not $150,000. 

Mr. Gallagher, how long have you been with the administration ? 

Mr. GatiacHer. Going on 7 years. 

Mr. THomas. We are delighted to have you with us and hope you 
will come back. 





Fietp REPRESENTATION 


Field representation, $4,745,000. 


OBLIGATIONS BY OBJECT CLASS 


Mr. Reporter, will you insert the table on page A—68 in the record 
here? 
(P. A-68 is as follows :) 
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Mr. Tuomas. On other related costs, what did you say it was costing 
you altogether this year ? 

Mr. Srarr. $553,800 altogether, this year. 

Mr. Tuomas. And for technical administration, it is $60,600 ; is that 
correct. dl 

Mr. Starr. Yes, sir. Do you want those figures? 

Mr. Tomas. Are we working field representation ¢ 

Mr. Srarr. Yes, sir; on page A-47. 

Mr. Tuomas. The table is at A-68. ? 

Mr. Srarr. Yes, sir. 

Mr. Tuomas. You have 258 people in 1956 as against 355 in 1957, 
and you jump to 631 in 1958; a very modest jump, I would say. Per- 
sonnel costs are $3,635,500. "There is a little travel in here. ‘It looks 
like $538,500 against $350,920 in 1957. For contributions to the retire- 
ment fund, $183,500. W hat are these contractual services performed 
by other agencies? $110,000, or an increase of $13,800 over 1957. 
What are they ? 

Mr. Srarr. Those contractual services are the partitions and other 
changes in the buildings, that type of household contractual service. 

Mr. Tuomas. Is that the best breakdown you can give for that 
service ? 

Mr. Herretrincer. This is expenditure for maintenance and re- 
pair to facilities where we are expanding into the area. ‘This repre- 
sents that cost of the first-year expenses which we will have until we 
get the General Services Administration to pick up the recurring costs. 

Mr. Tuomas. They are not too hard to do business with, are they ? 
Couldn’t you get them to pick up that first year’s cost for $110,000? 

Mr. Hrrrecrrncer. Not contractual services; that is not the prac- 
tice, sir. 

Mr. Tuomas. The practice is that you pay your own moving costs? 

Mr. Herrecrrncer. If it happens in the middle of the year every 
agency pay for it and GSA will pick it up in the years that follow. 
Personnel will be phased in and we will not prepare the space for 
people before they arrive. 

Mr. Tuomas. We have already gone through Operations Control 
Services. So what is the purpose of this $4,745, 000 ¢ 
The regional offices of the Federal Civil Defense Administration are extensions 
of the national office, providing the coordination and advisory link between 
Federal and State and local echelons of the national civil-defense structure * * *. 
The regions are responsible for adapting national criteria to area individuality 
and, at the same time, assuring a unified approach to common objectives. 

Is this your field-office expense ? 
Mr. Prrerson. Yes, sir. 


REGIONAL OFFICE ORGANIZATION 


Mr. THomas. A typical regional office consists of a regional admin- 
istrator, his deputy and staff generally organized under the heads of : 
Planning office, Federal and State liaison, survival-plan coordination, 
education, technical advisory, operations c ontrol, administrative. You 
have a junior main office in each one of your regions. You follow the 
exact pattern in your national headquarters office. 

Mr. Prererson. We do not follow the exact pattern. We follow it 
in part, and these are the people who translate the plans and policies 
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that are established at the national level into working areas at the 
city and State level. 

Mr. Yares. You read from page 47. The regional staff is composed 
of generalists and specialists. I have seen generals but. not generalists, 

Mr. Pererson. The specialist is the doctor or the medic alman, The 
generalist is the man who can operate in several different areas of 
civil defense. He can go out and do business with city and State 
people. 

Mr. Yates. Is this a superspecialist ? 

Mr. Perrerson. No. Our choice of terms may not be too good. This 
is a man who is jack-of-all-trades. He can go out and do business in 
most of those fields. 

Mr. Tuomas. Now you are talking in language we can understand. 
We can all qualify. 

In this region there are 8 States composed of 22 eritical target areas and 10 
target areas which represent a population of over 20 million people, not in- 
cluding rural areas. To meet the needs of these 32 areas, plas all the rural areas 
and over 30 million people living in this region, there are 2 professionals in the 
communication field, 1 professional in the radiological field, and 2 professionals 
in the supply field. 

Personal services, $3,635,500. We listed that in the table, did we 
not ¢ 

Other costs, $371,500. You have a travel cost of $538,000. Other 
costs—freight charges, rents, and so forth—in the amount of $371,500. 

Mr. Srarr. $30,000 of that is under “Transportation of things.” 
This is based on experience with expansion for personnel. 

Mr. THomas. You are not going to have that many new people, are 
you’ How many people are you going to transfer out there? You 
are going to increase only 276 positions. You mean you are going to 
spend § $371,500 transporting 276 families out. there? 

Mr. Srarr. This is $30,000 of that item, sir: 03, transportation of 
things. 04, communication services, is $51,500. Rents and utilities, 
$57,500. Printing and reproduction is $1,500. Contractual services, 
$110,000. 

Mr. Tuomas. On printing and reproduction, we had about a half 
million of that under three items this morning—not a half million but 
three and a half. 

Mr. Herrerincer. This is administrative printing which has to 
do with GSA. 

Mr. Tuomas. Printing is printing. It does not make any differ- 
ence whether it is administrative or nonadministrative. 

Mr. Herre.rincer. Yes, sir; it is printing. 

Mr. Tuomas. How many different printing items have you in here 
besides the three? 

Mr. HerretFincer. [t appears in each of the services, sir. 

Mr. THomas. I guess you are right. You have a training item in 
each one of them. That was your “two big ones this morning. 

What do you mean by administrative printing now? 

Mr. Srarr. Letterhead, forms, such things. 

The printing of $2,584,000 was in education services, $1,500 in field 
representation, and $60,000 in general administration ; that is the only 
place, the 06 items appear. 

Mr. VurseLt. Mr. Chairman, I hate to break up the very interest- 
ing continuity of questions that you are following, which are so im- 
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portant at the present time, to a temporary close, but there are some 
matters coming up before the Agriculture Committee that I need to 
look into and I think the members here can probably keep their books 
open at the place where they are because I want to go back a little 
and come up with some questions to the Governor and staff. 









PERSONAL SERVICES 






GENERAL COUNSEL 








I notice here on the proposed staffing charts for the General Counsel, 
that there are 37 people at $278,135. Iam not raising objection to it; 
and I am only asking for an explanation. I could not quite understand 
if this is legal counsel, and I presume it is, some of it on a high level, 
whether or not, and why it would require 37 people in the General 
Counsel’s office. Mr. Baldwin, I believe you are General Counsel. 
Would you answer that question in 1 minute? 

Mr. Baipwin. We have a most complex legal problem inasmuch as 
we deal with not only the Federal Government but we deal with all 
the States and cities. The problems of civil defense not only are 
related to State, city and Federal law, but they oftentimes cross bound- 
aries. This requires considerable legal activity. 

Now, in addition to that, we furnish the regular legal advice for 
all of the functions of the agency, the administrative function, the 
contracting, the research contracts, and other administrative aspects ; 
we have a separate division which studies emergency authority, war 
authority, what to do in the event of an attack, the preparation of pre- 
attack, the preparation of documents that would be used in the event 
of an attack. All of this requires extensive research and this is the 
big area that we are expanding this year. We are getting into more in 
detail the preparation and preattack basis of documents that would be 
used in the event of an attack. 

Mr. Vurset.. The gentleman’s time is up. 





















ADMINISTRATIVE OPERATIONS 


I notice here “Administrative operations,” 102 positions, and for 
“Administrative management,” 38. Iam wondering if there is a dup- 
lication in those two brackets. 

Mr. Herrecrincer. Administrative operations are actually the 
housekeepers, the people who keep the records of the property, the 
procurement agents, the laborers, the mail clerks, the people in the 
central files; that is administrative operations. 

Administrative management is program analysis, people who tell 
us our progress, how far we have gone; make recommendations for 
improvement of the organization. 













RELIGIOUS AFFAIRS 






Mr. Vursetn. I notice under “Religious affairs” a $29,830 appro- 
riation. I would assume you have a real purpose in this department. 
3ut could you give me a minute’s explanation on that? 

Mr. Prrerson. In the event of attack, we will have tremendous 
problems of taking care of the injured and also burial problems and 
there are many religious implications here. In addition to that, we 
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are hoping that:the churches of America, and the clergymen of Amer- 
ica, will help convey to the American people the problem that we face 
and what we can do to meet it. . So we are running schools, to which 
we invite clergymen from all faiths. They have participated very 
actively and they are taking a great interest. in this matter and we 
have had 1 clergyman and 1 secretary heading this section and we are 
trying to expand it to 4 people. It 1s proving to be a very good pro- 
gram. 

Mr. Vursetu. Travel is a very big cost, as the chairman has pointed 
out time and again. I am wondering if you have gone into the matter 
of doing a considerable amount of this travel by using the MATS or 
Military Air Service, especially on long hops because we have officers 
that must get in their flying time and they could very well be used, 
I would thing, as a matter of economy, getting in their flying time in 
assisting in this transportation problem of yours. 

Mr. Pererson. We have used them, I think, as much as we can 
but I would ask the man who handles my management to explore that 
further to see that we are actually doing everything we can in that 
direction. I use them myself constantly in the handling of disasters, 
floods, fires, earthquakes, where you have to get in there in a hurry. 
I don’t think that is any saving to the Government because in those 
eases they provide special airplanes, 

Mr. Vursetn. That would be an expense only when they are flying 
m order to get in their hours. We have had an investigation and 
showed that they made many trips to Florida and sightseeing trips 
and so forth in the past. 

On one item of fire, and I want to raise this because I assume that 


you are working out full cooperation in all of the big cities and the 
smaller cities as well in case of emergency with reference to using 
municipal fire equipments and so forth. 

Mr. Pererson. That is the foundation of our fire-fighting activity. 


TRAINING PROGRAM 


Mr. Vurseti. Now, with reference to the training program and 
integrating CD into the curricula of the Nation’s schools and colleges, 
is that being done to any extent and if so, where? I was wondering 
if you could not get into the schools of higher learning, in the bigger 

centers like C hicago and the University of Illinois? 

Mr. Pererson. We are doing that. I will tell you how we did that. 
We started on that program 4 years ago. I handled that thing per- 
sonally. We went to the Office of Education. We went to NEA 
and these other big educational organizations, and they advised us 
that the way to accomplish this was to permit the educators themselves 
to study the problem, come up with the lesson guides and instructors’ 
manuals, and then to incorporate this into the regular classroom 
procedures, into the regular educational subjects that are taught in 
the classroom. 

So we did that and we set up a pilot study in Michigan, one in Con- 
necticut and one in California. The teachers did work out these man- 
uals; they did work out the guides; and they are now being absorbed 
into the schools and the teachers feel that they did the job. It was 
their project; we did not superimpose it from Washintgon and we 
are off toa pretty good start, we think. 
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Mr. Voursenu. A very laudable purpose. If you want to reach the 
people and get this thing down fromthe awakening we were talking 
about, or the warning, that some exercises or some teaching in the 
various schools certainly permeate the homes, stirring up the interest 
of the children and the parents, would help put your program over. 

Mr. Pererson. I think you are right. If I might add this: I some- 
times doubt whether the older people in this generation will ever get 
our message. Our hope lies with the young people growing up who 
will understand in this age the implication of thermonuclear weapons. 

Mr. VourseLt. Bringing the people into the schools, and into the 
one you are going to establish in Michigan. you would bring them, 
I suppose, more or less from the heavy industrial areas, which are 
the most vulnerable to nuclear attack, and those are the people that 
you train for leadership and teaching? You bring them in mostly 
from territories that are most likely to be subjected to attack? 

Mr. Prrerson. I would say generally that is correct, yes. 

Mr. Vursevtnt. What other qualifications do you have for these se- 
lections, if any? Do the schools just furnish them? How do you get 
them to come forward ? 

Mr. Pererson. These students ? 

Mr. Vursetu. Yes, sir. 

Mr. Pererson. We have tried to encourage the students to come 
from the State and the city civil-defense organizations. Also, we have 
tried to encourage industry to send people, and industry has sent 
people in to attend our schools at industry expense. We have also 
encouraged veterans’ organizations and patriotic organizations and 
women’s clubs to send representatives into our schools, such as the 
PTA. We have had representations from all of those elements of our 
society. 

POSSIBLE UTILIZATION OF SURPLUS FOOD 


Mr. Voursexx. Getting into another phase of it, does the Federal 
Government plan to make available to FCDA surplus foods and 
foods that could be stored in proper storage away from target areas 
and so forth, so it will be available when the time comes, or do you 
have plans along that line? 

Mr. Pererson. [ cannot give you a good, clear definitive answer 
to that subject. I could make a couple of comments here, I hope 
quickly. First, the Department of Agriculture is studying this whole 
problem for us under a delegation. Secondly, there have been some 
bills introduced in the Congress that would create a safe defense stock- 
pile. Now, those bills so far have never passed the Congress. I think 
Congressman Andresen of Minnesota sponsored one of those bills. 
Actually, Mr. Congressman, if we have an attack there will be nothing 
more important in America than food and water and, from my own 
personal standpoint, these surpluses are not the catastrophe we some- 
times think they are. I believe should a war come they would be the 
salvation of the United States. 

I should like to see some plans worked out that would permit us to 
stockpile food. So far we have not developed them. 

Mr. Vurseuy. I think it would be a good idea if proper legislation 
was passed to permit you to do this because there are great surpluses 
of dry foods that could be very well handled and probably when you 
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get properly set up you could also have perishable foods that could 
be protected in the same way. 
Mr. Chairman, thank you very much, 


ExecutivE Direcrion 










Mr. Tuomas. Let us look at “Executive direction.” 
please put page 73 in the record and follow it with 71. 
(The pages referred to are as follows:) 


Mr. Reporter, 


Summary of obligations by object class 





ibd ; rrr rit 
| | Additional | 












funds re- Increased | 
Actual | Fsti- | quired for | Base for | require- Esti- 
fiscal | mate, programs fiscal ments, | mate, 
year 1956 | fiscal financed, | year 1958 | fiseal year fiscal 
| year 1957 | part year, 1958 | year 1958 
fiscal year 
1957 


























Positions. ..-..- 40 | 50 50 | +13 | 63 
| — = ———a - — _—— 
01 Personal services ; | $345, 5388 | $361,528 | +$83,014 | $444, 542 +$68, 458 | $513, 000 
02 . Travel.....-.-. 61, 704 71,000 | +17, 028 88, 028 +7, 972 | 96, 000 
08 Supplies and materials__- 155 |... Sei. 
11 Grants, subsidies, and contribu- | | 
See a : 24, 000 | 24, 000 
12 Pensions, annuities, and insur- | ar i 
ance claims. -- 908 | 842 ‘ 842 758 | 1, 600 
15 Taxes and assessments 630 | 630 630 770 1, 400 
Unvouchered . | 6, 000 | 6, 000 i | 6, 000 6, 000 
TOU ashs 6 46 - sks Bad | 414,935 | 440,000 | +100, 042 | 540, 042 +101, 958 642, 000 































One attorney-adviser will be engaged in the writing of legislative and congres- 
sional reports, the drafting of State legislation and necessary supplemental mate- 
rials for submission to the Council of State Governments on civil-defense matters. 

He will also serve in liaison capacity when necessary with the Bureau of the 
Budget, Council of State Governments, governors conference, American Munici- 
pal Association, and other organizations. 

One attorney-adviser will be concerned with drafting and revising rules and 
regulations with respect to the surplus property donation program and the Fed- 
eral contributions program and with legal counsel and guidance to the Assistant 
Administrators in the operation of these programs. He will also draft and 
develop model State statutes and assist in the negotiation of minimum standards 
of operation for the States. 

The remaining attorney-adviser will be concerned with the development of 
interstate compacts and supplemental agreements and with legal matters incident 
to the organization of metropolitan target zones and interstate civil-defense 
auhorities established thereunder. He will conduct a continuing analysis and 
review of State and local operational plans with the objective of attaining 
uniformity. 

Four stenographic positions will furnish the necessary clerical support for the 
foregoing professional staff. 


TT revel....«.« scp 


macnn ts a 
Administrator’s Office 


The increased travel in the Administrator's Office is attributed to the addition 
of three inspectors who will be in travel status much of their time and to the in- 
creased activity of the various consultants and committees utilized by the Ad- 
ministrator. Additional travel requirements for the Administrator's Office for 
fiscal year 1958 are estimated at $17,000. 

General Counsel 

It is estimated the 24 professionals on the General Counsel staff will each be 
in travel status approximately 21 days in fiseal year 1958 for a total of 500 days 
at an average cost of $30 per day necessitating a travel requirement of $15,000, 
an increase of $8,000 over the fiscal year 1957 estimate. 
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Mr. Tuomas. The table shows that for executive direction you have 
50 positions for this year. You want to increase it to 63. A personnel 
cost of $513,000 against $361,528 for last year. Where are these people 
located—in the central office or the regions? 

Mr. Pererson. These people are located, about 45 of them, in Wash- 
ington, and the remainder of them in Battle Creek, Mich. 


WASHINGTON, D. C., OFFICE 


Mr. Tuomas. What is the nature of your Washington office now? 

Mr. Pererson. It is more or less of a holding operation, Mr. Chair- 
man, to maintain liaison with Congress and the White House. 

Mr. Tuomas. How many people in the Washington office ? 

Mr. Pererson. About 45. 

Mr. Tuomas. You do not need 45 for liaison. You must have a 
better case. Don’t you need this case to help you with one of your—— 

Mr. Prererson. We do have a- 

Mr. Tuomas. Under the disaster fund, don’t you use them in 
disaster work? 

Mr. Pererson. These people are in Battle Creek, outside of myself 
and my staff. We are connected with the National Security C ouncil. 
I sit as invitee. I must maintain planning people to work up papers 
in connection with that. I head up the President’s Civil Defense 
Coordinating Board. We have a small staff for that. We supervise 
delegation work that involves 2 or 3 people. We maintain relation- 
ship with Congress. I think that involves one person, primarily. I 
attend all Cabinet meetings. I have to have some secretarial support 
in connection with that. 

I think that coversit. We have an inspector’s office. 

Mr. Tomas, If that is it, you do not use any of them here, and you 
had better send about 25 of them back to Battle Creek. The first 
thing you know, you are going to be doing your Battle Creek work 
right down here. 

Mr. Perrrson. We try to be pretty careful about it. 

Mr. Tomas. It is human nature and it will gravitate back here 
and you will be doing most of it here, 


The executive direction request includes funds for personnel, travel, and other 
expenses of the Administrator, his immediate staff, the Office of Assistant 
Administrator for Inspection, and the General Counsel’s Office. 

Is that all located here? 

Mr. Prererson. The General Counsel’s Office is in Battle Creek but 
it is part of my immediate office. Some of the people listed under 
“Executive direction” are in Battle Creek. 

Mr. Tuomas. How many lawyers do you have here? 

Mr. Prrerson. One in W ashington. 


Mr. Tuomas. I thought you said this activity was located all here 
in Washington. 


Mr. Perzrson. Only 45 people are in Washington, but they are not 
all in the executive direction part. 

Mr. THomas. How many do you have? You have 50 positions in 
this operation. Do you have that here now? 

Mr. Batpw1y. In the General Counsel’s Office? 

Mr. Tromas. In this operation. 
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Mr. Pererson. Some of the people that are here in this 45 that I 
speak of, having that many, are not listed in here. They come from 
the various services of FCDA. 

Mr. Tuomas. This is executive direction we are talking about. That 
takes place—— 

Mr. Pererson. Some of the 45 people that I have here in Washing- 
ton come from other services that are included in other portions of 
this budget. 

Mr. THomas. Well, what do the 50 people you have here now do? 
You want to expand that to 63% You say in the justification, under 
the general statement, that executive direction includes for funds and 
other expenses of the Administrator 

Mr. Pererson. The inspector general wants to add 4 people in the 
office. 

Mr. Tuomas. In the District? 

Mr. Pererson. In Battle Creek, and two in Washington. 

Mr. Tuomas. How many lawyers do you have? 

Mr. Batpwin. We have proposed for 24 next year. 

Mr. THomas. How many do you have now? 

Mr. Batpwin. 16. You want the professionals, Mr. Thomas? We 
propose 21. 

Mr. THomas. I guess you have file clerks and stenographers, 
another 10, 12, or 15, maybe. Where are they located ? 

Mr. Batowiy. All in Battle Creek with the exception of one attor- 
ney and clerical assistance for him in the Washington office. He main- 
tains our liaison. 

Mr. Tuomas. $513,000 for personal services. Travel, $96,000. How 
much money last year? 

Mr. Pererson. $71,000. 

Mr. Tuomas. Travel, $71,000 against $96,000. 


GENERAL ADMINISTRATION 


Mr. Reporter, will you put the next page, A-79 in the record. 
( A-79 is as follows :) 
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Mr. Tuomas. General administration. What is the difference be- 
tween executive direction and general administration where you 
want 284 people as against 229 last year ? 

Mr. Herrecrrncer. General administration is involved with the 
housekeeping details of the agency. The Security Office is located 
there. The Personnel Office, the Budget and Fiscal Office. 

Mr. Tuomas. This is all housekeeping activities ? 

You set out on page 74, general administration : 
provides administrative support for all programs of the agency, and recom- 
mends policies to bring about economical and effective operations. To carry 
out these functions, services are provided in five areas common to all elements 
of the agency: personnel, security, budget and fiscal, management, and ad- 
ministrative services. 

The cost of personnel is $1,399,000, 

I have one paragraph marked where you gave us a little quick 
language here on administrative support costs here, a little item of 
$2,171,000. You wrap it up in about 30 words. You had a full year’s 
cost of $955,000. You are doing business with srOtner Young again. 
You say you need so much -ach. You wrap 
it up in one nice little package and tell us rutin You don’t have it 
in this justification. 





The cost of administrative supplies will increase in the same manner. During 
1958 there will be 1,215 employees at National Headquarters. Since experience 
shows that the average cost for supplies per employee is $75 per year, the cost 
during 1958 will be $91,000. An additional $734,600 is requested for items such as 
postage, toll calls, switchboard service, guards, building renovations and im- 
provements, and office equipment. An additional $162,400 is requested to cover 
the cost of miscellaneous items such as printing, newspaper and periodical pur- 
chases, and fostering the employee incentive-awards program. 


FEperRAL CONTRIBUTIONS 


Program and financing 





1958 estimate 


1956 actual | 1957 estimate 





i 


Program by activities: | } 





1. Attack warning. - : pel $953, 513 | $1, 847, 391 $1, 500, 000 
2. Communications. ue tein 7, 745,011 | 5, 500, 187 6, 000, 000 
3. Public safety services ‘ swat 532, 497 1, 721, 433 | 1, 500, 000 
4. Medical supplies and canipme ont od Pea cade 1, 658, 372 2, 099, 308 i, 700, 000 
5. Education services ; : 846, 677 3,106, 976 3, 500, 000 
6. Mass care equipment_. -.- aaa 110, 929 | 608, 799 500, 000 
7. Engineering supplies and equipment. seas 326, 903 | 923, 696 | 800, 000 
8. Construction and general equipment 23% 5, 185, 293 | 4, 500, 000 
Total obligations.............- ; RSadeaseteal “12, 198, 902 | 20,993,083 | 20, 000, 000 

' | i 

Financing: 
Unobligated balance brought forward_-................... —9, 177, 048 —8, 993, 083 —5, 000, 000 

Unobligated balance carried forward 


} see CER ee 8, 993, O83 5, 000, 000 | 2, 000, 000 
Unobligated balance no longer available weer elie 390, 063 | iiigie ible ibaa ee 


Appropriation. ......- ap dian bere Ca wdndabscecescshicestes 12, 400, 000 17, 000, 000 17, 000, on 
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Obligations by =e 


11 Grants, subsidies, and contributions 


1956 actual 


$12, 193, 902 


| 
1957 estimate | 1958 estimate 


$20, 993, 083 


$20, 000, 000 





Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 

Balance brought forward: 
Unobligated 
Obligated_. 

Restored from certified claims account 


Total budget authorizations available. 
EXPENDITURES AND BALANCES 
Expenditures— 


Out of current authorizations 
Out of prior authorizations 


Total expenditures._.............-. (ise casi tential 


Balance no longer available: 
Unobligated (expiring for obligation) 
Other 

Balance carried forward: 

Unobligated 
Obligated 


Total expenditures and balances 





1956 actual 


$12, 400, 000 


9, 177; 048 
6, 908, 972 


__ 28, 486, 020 


9, 561, 976 | 


9, 561, 976 | 


390, 063 
2, 282, 007 


8, 993, 083 
7, 258, 891 


1957 estimate 


$17, 000, 000 
8, 993, 083 
7, 258, 891 
iu 998, 638 


86, 250, 612 


5, 000, 000 
8, 000, 000 


5, 000, 000 
17, 250, 612 


1958 estimate 


— 


$17, 000, 000 


5, 000, 000 
17, 250, 612 


39, 250, 612 


5, 000, 000 
11, 000, 000 


16, 000, 000 


2, 000, 000 
21, 250, 612 





28, 436, 020 


35,2 50, 612 








39, 250, 612 


Let us look at: the Federal contributions program. We can move 
pretty fast now. There is $17 million shown here. 
Mr. Reporter, please insert pages B-2 through B-7 in the record 


at this point. 


(The pages referred to are as follows :) 


Summary of programs 





Program by activities: 
1. Attack warning 
. Communications._.--....... 
. Publie safety services 
. Medical supplies and equipment. 
. Education services 
. Mass care equipment 
. Engineering supplies and equipment. 
. Construction and general equipment -_- 


Total__ 
Financing: 
Unobligated balance brought forward..- : 
Unobligated balance carried forward. __---.-- 
Unobligated balance no longer available. - - - 


Appropriation 


Program by object class: 
07 Grants, subsidies, and contributions --- 
Unobligated balance brought forward 
Unobligated balance carried forward 


Unobligated balance no longer available. - - - 


Appropriation. ....-..- 





$953, 513 
7,745, O11 | 
552, 497 | 

1, 658, 372 
846, 677 
110, 929 
326, 903 


12, 193, 902 


—9, 177, 048 
8, 993, 083 
390, 063 | 


12, 400, 000 | 


12, 193, 902 | 
—9, 177, 048 


$1, 847, 391 
5, 500, 187 
1, 721, 433 
2, 099, 308 
3, 106, 976 

608, 799 
923, 696 
5, 185, 293 


20, 993, 083 


—8, 993, O83 
5, 000, 000 


20, 993, 083 





8, 993, 083 | 
390, 063 | 


12, 400, 000 





), 000, 000 


17, 000, 000 


17, 000, 000 | 


—8, 993, 083 | 


$1, 500, 000 
6, 000, 000 
1, 500, 000 
1, 700, 000 
3, 500, 000 

500, 000 
oe 000 


—5, 000, 000 
2, 000, 000 


17, 000, 000 


20, 000, 000 
—5, 000, 000 
2, 000, 000 


17, 000, 000 
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Justification of estimate 


Federal contributions (estimate, fiscal year 1958) $17, 000, 000 


GENERAL STATEMENT 


The Federal contributions appropriation provides Federal funds to be matched 
with State and local funds for civil defense organizational supplies and equip- 
ment. Through fiscal year 1957, contributions of approximately $78 million will 
have been made to State and local governments for yarious civil defense match- 
ing-fund programs. In the past this program has been particularly successful 
in the warning and communications fields, where applications have been sub- 
mitted for public warning systems, and communications equipment for control 
centers and police and traffic communications. A great many cities of this coun- 
try would not have adequate warning systems today if the stimulus presented 
through the matching fund device had not been available. 

The program level in this appropriation is dependent upon funds made avail- 
able by State and city governments. The request for new obligational authority 
in the amount of $17 million, when added to the carryover from prior appropria- 
tions, will produce a program level of $20 million. Based on past experience 
with applications from State and local governments, this is considered to be the 
limit of their participation, barring, of course, unforeseen developments such 
as new or improved equipment for civil-defense use. 

FCDA will accept applications for matching funds in the following major 
areas: (a) Attack warning and communications equipment; (b) public safety 
equipment and devices; (c) civil defense medical supplies and equipment; (d) 
training programs for civil defense; (e) mass care equipment; (f) engineering 
equipment and supplies, and (g) control center and training center construction. 

With the recent passage of the Surplus Property Act, there exists a require- 
ment for funds to rehabilitate certain major items of surplus property. Since 
certain surplus property items will require rehabilitation and, on occasion, 
adaptation to make them useful in civil defense activities, it is intended to 
extend Federal contributions coverage to this type of expense. There is no cost 
experience yet available to gage the impact of this expense upon the level of 
matching funds. However, it is anticipated that less purchasing of new equip- 
ment will be requested if these items are available from Federal surpluses and 
can be used with minor modifications. 


DETAIL OF REQUIREMENTS 
Attack warning 


The attack warning program consists of: (1) warning devices; (2) interior 
warning systems; (3) voice sound equipment; and (4) recurring costs and 
maintenance of devices and control equipment. 

Through fiscal year 1957, Federal contributions of approximately $8,900,000 
will have been made toward the cost of attack warning systems to alert the public 
in potential target and support areas. The local and State governments will also 
have spent approximately $11,400,000 on this activity ($8,900,000 matching 
and $2,500,000 State funds only), making a total expenditure of $20,300,000. 
The major portion of this amount was expended for public outdoor warning 
systems; a part of it was used to purchase interior warning systems for schools, 
hospitals, and publie buildings ; a part for recurring costs of the alerting and con- 
trol circuits ; and a part for voice sound systems. 


QOm RECO ka. diese Bid i Sl $4, 450, 000 


The communications program is designed to assist the States and local govern- 
ments in establishing control centers, procuring adequate telephone and radio 
equipment, emergency power supplies for communications facilities, and iocal 
communications systems to provide channels for command, control, and co- 
ordination. These systems are a vital requirement to effect mobilization, move- 
ment, mobile support, fallout intelligence and rehabilitation. Since the inception 
of the communiactions programs, $21,700,000 in Federal funds have been matched 
with State and local funds to improve the communications systems. But con- 
tinuing activity is required in this program in order to bring the communica- 
tions requirements of States and local governments more nearly up to the oper- 
ational capability required in a civil defense emergency. 


Re I I insects onebicideis capecitabine cetobieniniih $1, 400, 000 
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The public safety program provides the stimulus to development of a natiun- 
wide, uniformly-equipped rescue cadre by participation in the cost of procure- 
ment of specially equipped vehicles and tools. The program also provides items 
of organizational equipment to aid in the identifiaction of auxiliary police in time 
of emergency. Through fiscal year 1957, $13,200,000 will be matched. 


Medical supplies and equipment 


The medical supplies and equipment program is designed to encourage States 
and localities through financial contributions to develop their own organizations 
and facilities for (a) casualty care, (0) protective health services, including 
communicable disease controls and chemical and biological warfare defense; 
(c) radiological warfare defense; and (d) emergency sanitation. Casualty care 
organizations and facilities include first-aid stations, emergency treatment cen- 
ters, emergency hospitals, and reserve supplies for existing hospitals. Supplies 
include blood collection equipment, blood plasms, and blood plasma expanders. 

Since fiscal year 1952, approximately $16,200,000 has been matched with the 
States in advancing this objective. First-aid station equipment has been ordered 
by 37 States ; emergency hospitals by 11; blood collection equipment and supplies, 
plasma and blood expanders have been ordered by 23 States; and radiological 
defense equipment by 41 States. 


Education services $2, 500, 000 


FCDA matching funds programs in the areas of education are designed to en- 
courage States and communities to establish programs for the training and edu- 
cation of civil defense leaders and workers, to avail themselves of materials for 
the promotion of civil defense activities, and to disseminate information on the 
means of survival as related to particular local civil defense conditions. 

Through fiscal year 1957, the States and Territories have acquired equipment 
necessary to initiate and conduct civil defense training programs. Such equip- 
ment includes special materials to conduct training in basic rescue, fire-fighting, 
police and warden services, first-aid and related casualty services, emergency 
blood donor operations, and radiological defense. All costs incident to training 
personnel in these civil defense techniques are eligible for matching funds. At 
the end of fiscal year 1957, $9,700,000 will have been spent. 

Some States have developed their training programs to the point where they 
have a considerable amount of the basic equipment required. In other States, 
basic requirements have yet to be fully satisfied. 

Since additional cities are preparing survival plans, increasing emphasis is 
being given to operational training and the skills needed. This applies particu- 
larly to the problem of evacuation and reception, mass feeding, other welfare 
activities, and first-aid. Further effort is being made to make all such courses 
realistic. Provisions are made within this contributions program for States 
or cities to produce locally created material in quantity to supplement federally 
produced material. This will aid greatly in achieving the degree of distribution 
desired. 

The material prepared for the training courses ranges from welfare to heavy- 
duty rescue. 


Mass care equipment ‘ $500, 000 


The objective of this program is to provide financial assistance to States and 
localities in the procurement of basic items of supplies and equipment necessary 
for the emergency feeding and housing, and general welfare of disaster victims. 
Through 1957, $900,000 will be obligated. 

The care of families forced from their homes is one of the major civil defense 
responsibilities. Consistent with civil defense principles of self-help, all 
families are encouraged to keep available a minimum supply of essential cloth- 
ing items, blankets, food, and water to maintain life and to assist others for 
the first few days after an attack. Inevitably, however, certain essential items 
will be required to supplement those provided through self-help measures, in- 
cluding stoves, stock pots, cooking and eating utensils and equipment; and muat- 
tress pads, blankets and cots. In addition, registration and information services 
must be available to keep to a minimum family disorganization and confusion 
which could seriously retard civil defense efforts. The ultimate goal of this 
program is to establish stockpiles of essential equipment in amounts sufficient 
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to enable communities to begin feeding, lodging, registration and information 
services soon after attack. 


Engineering equipment and supplies 


Inventory studies have shown that supplies of engineering equipment of the 
types that would be required to provide emergency electric power and safe water 
supplies for people in devastated communities will be grossly inadequate. These 
include light-weight, quick-coupling pipe; portable water-pumping equipment ; 
portable water chlorinators; portable water-treatment equipment and portable 
electric-generating sets. 

In 1952 and 1953 a small stockpile of these items was procured with Federal 
funds representing approximately 5 percent of the total requirements. This 
stockpile of engineering items is located in 34 sites near critical target areas 
and remains in the custody of the Federal Government for distribution where 
needed in the event of enemy attack. 

During fiscal years 1955 and 1956, State and local governments matched Fed- 
eral funds to the extent of approximately $1,200,000. A marked increase has 
been noted in State and local participation in recent months. Accordingly, 
greater participation is anticipated during fiscal year 1958. 

Equipment items to be matched under this program include: pipe and fittings, 
pumps, chlorinators and water purifiers, generators, and street and highway 
markers. 

In addition, it is intended to offer matching funds for minimum modification 
of city traffic control systems which are not adequate for a maximum movement 
capability. Existing systems can be modified to allow the greatest possible 
movement of traffic during a civil defense emergency by certain electronic 
adaptations. 


Construction and general equipment 


It is the purpose of this program to provide financial assistance in the con- 
struction of protected operating centers for State and local civil defense organ- 
izations, for training facilities and for general equipment essential to civil 
defense preparedness. Construction of facilities for civil defense purposes 
should follow a pattern adhering to current civil defense operational principles. 
Locations must be outside the danger zone and all known precautions against 
radiological fallout should be taken into consideration and incorporated into 
the specifications. 

Wherever possible, the construction of control centers and the construction 
of training facilities will be coordinated so as to make use of common facilities. 

The items required under this program are: (1) Control center construction, 
and (2) training center construction. These are costly construction programs 
with control center construction being given high priority in the critical target 
areas, It is estimated that $5,200,000 will be obligated for this purpose in 
fiscal year 1957. 

UNEXPENDED BALANCE 


Mr. Tuomas. Give us the unexpended balance for 1957. This is a 
2-year appropriation. Isn’t this written in the act that you have 2 
years to obligate the funds? These are matching funds with the 
States. What is the unexpected balance for 1956? 

Mr. Starr. The 1956-57 appropriation 

Mr. Tuomas. That’s right. 

Mr. Srarr. Unexpended balance is $3,423,581. 

Mr. Tuomas. For 1957 or 1958. 

Mr. Starr. These are 2 years. I am using the 1956-57 appropria- 
tion. 

Mr. Tuomas. In the 1957 column on page B-2, is $17 million unex- 
pended? For 1956, what do you have unexpended? You do not have 
too much time. 

Mr. Starr. We have applications in process that will cover that. 

Mr. Tuomas. What has been the amounts of the matching funds 
appropriated to date, Governor, do you recall? 
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At this point, Mr. Budget Officer, give the reporter a table setting 
out by years, 1951 through 1956, the matching funds appropriations. 
(The information requested may be found on p. 615.) 


PURCHASING PROCEDURE 


Mr. Tuomas. By the way, Governor, you do not do any of this 
purchasing, do you? 

Mr. Pererson. We buy it mostly through Armed Services Medical 
Procurement. 

Mr. Tuomas. Do you let the cities or the States do their own pur- 
chasing or do you assist in procuring it for them 

Mr. Pererson. In the contributions program ? 

Mr. Tuomas. That’s right. 

Mr. Pererson. I think it is a combination of both of those, Mr. 
Chairman. 

Mr. THomas. Can somebody be pretty definite and crisp about it 
in half a minute? 

Mr. Herretrincer. We federally procure where it is a special item 
and can be combined with the orders of the States for more economical 
contracts ; in those areas where this cannot be done we have the States 
do the urchasing. 

Mr. Tomas. You get it through whom—General Services? 

Mr. Herrevrmncer. General Services Administration makes the 
contract for us. 

Mr. Tuomas. Do you buy it for the account of X city or for your 
account and charge it off as bookkeeping transaction? How do you 
handle it ? 

Mr. Herretrineer. Charge it off through bookkeeping transaction. 

Mr. Tuomas. I presume they like that, don’t they ? 

Mr. Pererson. I think they do. 

Mr. Tuomas. What about a common-use item? Wouldn’t they 
buy their own in medical supplies? What is your policy’? I presume 
you are very glad for them to do their own procurement if they want 
to. You want to keep them happy. Do you take a look at the price? 

Mr. Pererson. Yes; I think 

Mr. Tuomas. Have you done any checking to see if there has been 
any waste of funds or misuse of funds in any way? Have you run 
into any waste? 

Mr. Pererson. I am not conscious of any bad case anywhere in the 
country. 

Mr. Tuomas. How much auditing have you done and how much is 
it advisable to do under the circumstances ? 

Mr. Herre _rincer. At least ten percent. 

Mr. Tuomas. Ten percent of the accounts. What do your checks 
show ? 

Mr. Herrecrincer. Our checks show that discrepancies are mostly 
mechanical problems and no case of waste or misuse of funds has been 
found to date. 

Mr. Tuomas. How much of this material has been used by the cities ? 
Has it all been used? Is any of it warehoused, stored, or what? 
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USE OF EQUIPMENT PURCHASED 


Mr. Pererson. Practically all of this is in use, excepting some medi- 
cal pers Some of the cities and States do have medical supplies. 
They have acquired them in the matching program. 

Mr. THomas. The purpose is for the day-to-day use? 

Mr. Prrerson. They are using community facilities, the attack- 
warning sirens. 

Mr. Tomas. What about fire-fighting equipment and other things? 

Mr. Pererson. We have not been buying fire-fighting equipment. 

Mr. Tuomas. You bought some. 

Mr. Pererson. We did several years ago and we discontinued that 
program for two reasons: First, because we thought we were getting 
out of balance. We were getting more money tied up in fire- fighting 
equipment than we thought was justified i in view of the impor tance of 
some of these other activities. Secondly, there was beginning to be 
a little bit of a suspicion of a boondoggle in that deal. Some of the 
cities and States were not spending the money for fire equipment that 
they should have been spending normally. 

Mr. Tuomas. You are caught on the horns of a dilemma. If worst 
comes to worst, there is nothing } you need more. 

(Discussion off the record.) 


TOTAL APPROPRIATIONS SINCE 1951 


Mr. Starr. I do have the figure you asked for a while ago. You 
asked how much we spent since we started the program. We have 
spent, including fiscal year 1956-57, $62,548,610. 

Mr. Tuomas. What has been appropriated ! If you do not have it, 
suply it for the record. 

(The information requested is as follows:) 


Federal contributions—Amounts appropriated, fiscal year 1951-57 


Fiscal years: Amount 
* $25, 000, 000 
7, 750, 000 
15, 000, 000 
10, 500, 000 
* 12, 000, 000 
12, 400, 000 
17, 000, 000 


99, 950, 000 
1 Language permitted transfer of $10,400,000 from Federal contributions to emergency 
supplies and equipment. 
2 Plus reappropriation of not to exceed $1,300,000. 
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EMERGENCY SUPPLIES AND EQuiIPpMENT 
Program and financing 


Program by activities: 
1. Medical supplies and equipment: 
(a) Emergency hospitals.....................-----. 
(b) Medical and surgical 
(c) Blood and shock therapy-_-......---- Sa 
(d) Other 


Total medical supplies and equipment-. -.--- 
2. Radiological and chemical warfare defense equipment_._ 
3. Warehousing and maintenance of stockpile 


Total obligations 
Financing: 
Comparative transfers from (—) other accounts- --- 
Unobligated balance no longer available 


Appropriation (adjusted) 


1956 actual 


$3, 794, 890 
14, 577, 920 
4, 861, 893 
3, 734, 746 


26, 969, 449 


4, 804, 677 
2, 053, 629 
33, 827, 755 


—1, 682, 151 
102, 396 


32, 248, 000 


Obligations by objects 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment. 


Total, Federal Civil Defense Administration 
ALLOCATION TO DEPARTMENT OF THE ARMY 


ees ae Deaterians. ..... we eee es il 
Equipment_-_............-- apoompndathtdephsesst , 


Total, Department of the Army 
ALLOCATION TO VETERANS ADMINISTRATION 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 


Personal services: 
Permanent positions 
Regular pay above 52-week base 


Total personal services 
Rents and utility services 
Other contractual services 
Supplies and materials 
Grants, subsidies, and contributions: 
Contribution to retirement fund 


Total, Veterans Administration 


Total obligations 





1956 actual 


$320, 355 | 


1, 580, 665 
25, 727, 281 


5, 732, 082 | 


264, 530 


j 
| 
} 
| 


| 
| 


33, 360, 383 | 


44, 000 


35 | 
34 | 


$4, 036 


GS8-+.0 | 


$4, 276 


$143, 920 


553 | 


144, 473 


9,900 | 


2, 664 


1, 805 | 


33, 827, 755 


| 


1957 estimate 


$19, 125, 000 
13, 125, 000 
8, 179, 700 
1, 360, 300 


41, 790, 000 
4, 910, 000 
3, 300, 000 


50, 000, 000 
—3, 000, 000 


1958 estimate 


$42, 250, 000 
8, 750, 000 
9, 700, 000 
1, 800, 000 

62, 000, 000 
8, 000, 000 
5, 000, 000 


75, 000, 000 


47, 000, 000 


1957 estimate 


$300, 
2, 836, 
38, 204, 
8, 406, 


000 


000 


49, 836 


308, 530 


50, 000, 000 


800 | 


000 | 


1958 estimate 


| 
{ 
| 


$300, 000 

4, 536, 200 
36, 025, 000 
33, 975, 000 


800 | 


oo 


35 


$4, 036 
4.0 


276 


#4, 


$138, 400 


570 
138, 970 
10, 560 
2, 765 
1, 905 

9, 600 

163, 800 

75, 000, 000 
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Budget authorizations, ewpenditures and balances 


) } 
| 1956 actual | 1957 estimate 1958 estimate 


| 
BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation $32, 650,000 | $47, 000, 000 
Transferred (70 Stat. 184) to— 
“Operations, Federal Civil Defense Administration’’_____- —362, 000 
“Salaries and expenses, civil dfense functions of Federal 
agencies, Federal Civil Defense Administration”’ —40, 000 
Adjusted appropriation 32, 248, 000 47, 000, 000 
Obligated balance brought forward 26, 747, 570 26, 285, 486 
Restored from certified claims account ‘ y 








Total budget authorizations available 58, 095, 670 73, 306, 348 116, 006, 348 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations. _.--...-..-- cceceuee ae , 746, 431 10, 300, 000 7, 000, 000 
Out of prior authorizations 21, 518, 732 22, 000, 000 25, 300, 000 


I Se ee so em cnuinbeoeentin | 33 , 265, 163 32, 300, 000 32, 300, 000 
Balance no longer available: 
Unobligated (expiring for ae) 103 906 |... ..nnnncnuiinditpasieniins aie 
Other e | 342, 525 wiadpcinees oun eotene 
Obligated balance carried forward 26, 285, 486 41, 006,348 | 88, 706, 348 


Total expenditures and balances._...............-..-... 58, 995, 570 73, 306, 348 116, 006, 348 








Mr. Tuomas. Let’s look at your emergency procurement fund. Gen- 
tlemen, I have been in sever: al of your big warehouses, namely, the one 
in Somerville. You have one in Illinois. Where are your other ware- 
houses located ? 

Mr. Dup.antis. Somerville is our largest installation. 


Mr. Tuomas. You have some small ones. I know I ducked into one 
while looking at some General Services stuff and I saw something and 
I said, what is this? The man says, well, I don’t know; that belongs 
to Civil Defense. They haven’t been around to look at this for a couple 
of years. 

Mr. Peterson. Mr. Chairman, here is a list two pages long of the 
places in which we have these things. 

Mr. Tuomas. Let me see it. It is not in our justification, is it? 


SUMMARY OF PROGRAMS 


Mr. Reporter, will you put this list and page C-2 in the record? 
(The list and page C-2 are as follows:) 
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Summary of programs 


Program by activities: 
1. Medical supplies and equipment: 
(a) ‘Etmergency hospitals... ......................... 
(6) ‘Medical and surgical........................... 
(c) Blood and shock therapy 
(d) Other 


Total medical supplies and equipment _-_.-.- 
2. Radiological and chemical warfare defense equipment-.- 
3. Warehousing and maintenance of stockpile 


Financing: 
Comparative transfers from other accounts__...........--- 
Unobligated balance no longer available. _........... outtte 


I is) awtiniicnwnniawinne sds uiabiitinss etait 


Program by object class: 

07, Other contractual services ‘ 
Services performed by other age mncies 

08 Supplies and materials_-_- 

08 Equipment._....- 


Total Federal Civil Defense Administration 
Allocation to other agencies------ 


Total . 
Comparative tr: ansfers from other accounts. 
Unobligated balance no longer available 


I niin aneeneerndnnain novnonbibieweonapiipnent 





-} 


| 





33, 827, 








1956 1957 1958 
$3, 794, 890 | $19, 125,000 | $42, 250, 000 
14, 577, 920 13, 125, 000 8, 750, 000 
4, 861, 893 8, 179, 700 9, 709, 000 
3, 734, 746 1, 360, 300 1, 300, 000 
26, 969, 449 41, 790, 000 62, 000, 000 
4, 804, 677 4, 910, 000 8, 000, 000 
2, , 058, 629 3, 300, 000 5, 000, 000 
33, "827 755 50, 000, 000 75, 000, 000 
—1, 682, 151 —3, 000, 000 |.............. 
ee eee lowene — 


32, 248, 000 


320, 355 

1, 580, 665 
25, 727, 281 
5, 732, 082 






33, 360, 383 
467, 372 | 


—1, 682, 151 
102, 396 


32, 248, 000 


- | 
755 


"4, 000, 000 


300, 000 

2, 836, 800 

| 88, 294, 000 
| 8, 406, 000 


49, 836, 800 
163, , 200 


50, 000, 000 
—3, 000, 000 


| 7, 000, 000 





%, 000, 000 


300, 000 

4, 536, 200 
36, 025, 000 
3 )00 
74, 836, 200 
163, 800 


75, 000, 000 





75, 000, 000 





Location 


General Services Administration procured space: 
Gilbertsville, Mass_.-.._- 4 
Ellenville, N.Y 
New Castle, Pa 
Shamokin, Pa--- 
Zanesville, Ohio... 
Rockwood, Tenn---. 
Bremen, Ind_-__- 

Crab Orchard, Il 
Marshall, Mich 
Seneca, Ill_.__--. 
Springfield, Mo__- 
Bastrop, Tex. - . mas 
Lake Charles, [rie 
Hampton, Iowa 
San Jose, Calif. _.. 
Yakima, Wash__--- 
Horseheads, N. Y- 
Marion, Ohio 
Lebanon, Pa ; 
Montoursville, Pa_- 


Veterans’ Administration space: Somerville, N. J- 


Department of Defense space: 
Somerville, N. J___- 
Mechanicsburg, Pa. _-_-_- 
New Cumberland, Pa 
Williamsburg, Va 
Lexington, Ky 
Richmond, Va_. 
Tobyhanna, Pa... 
Atlanta, Ga . 
Decatur, Il _- ; 
Clearfield, Utah._...--- 
Spokane, Wash. 
Lathrop, Calif__ 
Stockton, Calif__.._- 
Riverside, Calif. __ 
Romulus, N. Y-_..-- 
Anniston, Ala_-.-_- 
Savanna, IIl___. 
Sidney, Nebr... 
Tacoma, Wash-. 

Territorial warehouses: 
Honolvlu, T. H 
San Juan, P. R 

Vaccines, antitoxins, and antibiotics: 
Philadelphia, Pa____- ; 
West Point, Pa 
Marietta, Pa 
Indianapolis, Ind 
Los Angeles, Calif 
New Brunswick, N. J 
Pearl River, N. Y 
Detroit, Mich 
Fresno, Calif 
Swiftwater, Pa... 
Greenfield, Ind 
Azusa, Calif 
Holland, Mich 

Blood coleetion: 
Plainfield, N. J 
Baltimore, Md 
Pittsburgh, Pa 
Carrollton, Ga 
Jackson, Miss 
Battle Creek, Mich 
Chicago, Ill. 

Hampton, Iowa 
Indianapolis, Ind 
Bastrop, Tex 
Beaumont, Tex. 
Houston, Tex. __- 
Kansas City, Mo 
St. Louis, Mo 
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FCDA medical stockpile 





Type of lease 


Leased. 
.do 
.do 
JOO... 
.do 
.do_. 
4 pita 
| Government-owned 
Leased 
Government-owned.. 
Abe 
on .do a. 
uM Leased 
.do 
.do 
_do 
.do 9 


.do 
Leased 


..d0 
do 
-do__. 
do 
.do 
do 











1 No cost. 


Government-owned. 


Government-owned_ 


j 


Gross Annual 
square recurring 
feet costs 


$102, 000 
70, 000 
122, 000 
82, 000 
99, 000 
67, 000 
94, 000 
78, 000 
85, 000 
69, 000 
78, 000 
65, 000 
53, 000 
97, 000 
74, 000 
85, 000 
72, 000 
45, 000 
45, 000 
48, 000 
114, 000 


6, 000 
49, 000 
12, 000 
81, 000 

6, 000 
10, 000 

8, 000 

8, 000 
10, 088 
18, 000 
12, 000 
81, 080 
12, 000 
51, 000 
82, 000 
39, 000 
70, 000 
35, 000 

8, 000 


(4) 
@) 
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Mr. Tuomas. This’is a 1-year appropriation; is it not? 

Mr. Pererson. Yes, sir. 

Mr. Tuomas. The Federal contributions appropriation is a 2-year ? 

Mr. Pererson. Yes, sir. 

Mr. ‘Tuomas. How much of this $47 million do you have allocated— 
committed, allocated, tied up, whatever language you want to use? 

Mr. SraRr. $41,332 2560. 

Mr. Tuomas. $41. million out of $47 million. 

Mr. Starr. Yes, sir. 

Mr. Tuomas. What has been the amount appropriated from 1951 
right on up through 1957 for these emergency supplies and equipment 

Mr. Herrerrrcer. In 1951, we requested $98,348,000; we received 
nothing. In 1952, $200 million and received $56 million. In 1953, we 
requested $243 million ; we receiv ed $20 million. In 1954, we requested 
$100 million; we received $27,500,000. In 1955, we requested $60 
million; we received $26 million. In 1956, we requested $35,300,000 ; 
we received $32,650,000. In 1957 we requested $64 million; we received 
$47 million. In 1958, we are requesting $75 million. 

Mr. Tuomas. You have a figure of $219.5 million authorized for 
this purpose. Of this amount, material valued at $171.2 million has 
been placed on order June 30, 1956. As of the same date, a certain 
figure has been delivered, $130.6 million worth. 

Now, you have three figures: $219.5 and $171.2 ordered or obtained. 
On the same date, $130.6 had been delivered. 

So far, for all practical purposes, you have $89 million undelivered 
out of your total of $219 million. Is that correct? 

Gentlemen, I have been to your warehouses, to the big one in Somer- 
ville and to 2 or 3 others and it seems to me that in Somerville they 
are taking good care of your stuff. But you just cannot store mer- 
chandise for 5 or 6 or 7 years unless you are going to let it deteriorate. 
To hear these machinery people t talk, it is harder on an automobile to 
let it stand idle than it is to use it. I sort of doubt it but anyway 
they say machinery deteriorates pretty fast if you do not use it. 
Medicines and other supplies are going to deteri iorate, too. 

Mr. Prrerson. The only deterioration that appears, that we have 
experienced in the medical stockpile, is in the antibiotics and of 
course in the plasma. 

Mr. Tuomas. Vaccines. 

Mr. Peterson. I am quite proud of one thing. We have now 
worked out contracts with the antibiotic manufacturers whereby, 
for a payment of 3 to 5 percent, they rotate those stocks for us. 

Now, we did not have that during the time that we acquired the 
initial $7 million worth of those supplies. Some day $7 million worth 
of those supplies may have to be charged off out of the total that we 
have so far acquired. However, that is a pretty small figure, consider- 
ing the total we have spent. 

Mr. Tomas. As well as I remember, you have only about a three 
million dollar bill for warehousing. That is General Services at $1 a 
square foot. The cheapest space you have is 35 or 40 cents and with 
that goes a whole lot of operations. That is a turnkey job for you. 

How many square feet—it is in the record there—but how many 
square feet do you have altogether ? 

Mr. Herreirincrr. All warehousing, 2,785,500 square feet. 
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EMERGENCY HOSPITALS 


Mr. Tuomas. Let us look at your principal items. How many medi- 
cal units and field hospitals do you have and so forth ? ' 

Initial supplies and equipment for civil defense emergency hospi- 
tals and forward treatment centers, $42,250,000. 

You have another breakdown that is a little better than that. You 
have 750 definitive hospitals at a cost of $35,000 each, is that right— 
definitive hospitals, $26,250,000; 1,600 treatment centers at $10,000 
each. That is the second hospital. They are ahead of your definitive 
hospitals. 

What are your total expenditures for hospitals? You have not only 
some mobile hospitals with 200 beds but you have some bigger ones 
than that, have you not? 

Mr. Pererson. Dr. Whitney. 

Dr. Warrney. Mr. Chairman, if you will turn to page C-9 you will 
see a diagram there of the pattern of casualty care. 

Mr. Tuomas. I looked at that last night. 

Dr. Wuirney. The hospital, as we have had it before, was a unit 
that was intended to provide emergency care for about a 3-week 
period. Now, with the advent of the larger weapons, and with the 
analysis of the target cities locating the existing hospitals, and coming 
up with some idea of how many hospitals we are guing to lose, by 
applying this to the whole country we found that less than 100,000 
hospital beds would be left after an all-out attack on this country. 
Most of them will be small hospitals between the Mississippi River and 
the Rocky Mountains. 

Now, with the increased responsibility that we have been given on 
the continuing medical care after the emergency period, we need a 
unit which will have a capability of continuing not only casualty 
care, but providing the entire package of medical care that the whole 
civilian population will need. 

Mr. Tuomas. What is your ultimate goal? Tell me what your 
goal is, and what you have on hand. First, before we go on, how 
many hospital beds are there in existence in the United States today, 
exclusive of yours? 


TOTAL NUMBER OF HOSPITAL BEDS 


Dr. Wuirney. There are about a little less than 1 million hospital 
beds. 

Mr. Tuomas. That is a generally accepted fact, is it not, a figure 
of about a million? 

Dr. Wuirney. About a million. And over half of those are in 
mental institutions. 

Mr. Tuomas. Of that million, how many of them are Government- 
owned ? 

Dr. Wuitney. Only about 50,000 Government-owned. 

Mr. Tuomas. The Veterans’ Administration has how many— 
133,000 ? 

Dr. Wurrney. General hospital beds, including NP hospitals, if 
you add those in, it will be twice that many or more because there are 
more. 

Mr. Tuomas. You are talking about G. M. and S. beds as 1 million? 

Dr. Wuitrney. Yes, sir. 
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Mr. Tuomas. If you take in the TB and NP beds, about 2 million 
beds? 

Dr. Wurrney. Wouldn’t run that high because there are not a 
million G. M. and §S. beds altogether. 

Mr. Tuomas. What is the best guess on it? 

Dr. Wuirney. 600,000. 

Mr. Tromas. Where did you get that figure? The million bed 
figure? 

Dr. Wurrney. Total figure? 

Mr. Tromas. For TB and mental and everything. 

Dr. Wurirnery. Yes, sir. 

Mr. Tomas. You are not going to be able to use your TB because 
they are filled. You are not going to be able to use your NP because 
they are filled. So what do you have then? 

Dr. Wuirney. We would have less than 100,000. 

Mr. Tuomas. The country has about 600,000 G. M. and S. beds? 

Dr. Wurrtney. That you could count as immediately available pro- 
vided nobody is occupying them. 

Mr. Tuomas. As of jade without this money in the budget, how 
many beds does civil defense have? 

Dr. Wurrney. The 200 beds we have, 932 of those units that have 
been delivered and there is an additional 1,000 being assembled now 
this year at Somerville, so that by June we will have 200 times 1932. 
We will have 1932 of the 200-bed units. 

Mr. Tuomas. 1,932 of the 200-bed units. How many do we have on 
hand now ? 

Dr. Wutrney. We have 732. 

Mr. Tuomas. How much money have we spent for these beds! 

Dr. Wuirney. The hospital for the first 3 years cost $26,500. The 
ast. 2 years, the price has dropped to $22,500. The unit that we are 
muying this year looks like it is going to run a little under $22,000. 

Mr. Tuomas. How do you get these units, through General Services 
Administration, Army Procurement Service, or how ? 

Dr. Wurrney. Through what was the Armed Services Medical Pro- 
curement Agency which is now the Medical Materiel Supply Agency. 

Mr. Tuomas. Is the supplier the same one? 

Dr. Wurtney. Yes, sir. 

Mr. Tuomas. The manufacturer. 

Dr. Wurrney. There are two-hundred-and-ninet y-some-odd differ- 
ent items in the hospital. 

Mr. Tuomas. You don’t buy it asa package? You assemble it ? 

Dr. Wurrney. That is what they do for us at Somerville, assemble it. 


MAKE-UP OF EMERGENCY HOSPITAL 


Mr. Trromas. Let’s see what all is in one of these hospitals. 

Dr. Wurrney. Three operating rooms, 1 X-ray room, 1 pharmacy. 
The basic unit is a 20-bed ward. It has ten 20-bed wards with the 
Army folding cots and everything that you need to carry out the busi- 
ness that is needed to be done in a ward. 

Mr. Tuomas. Stretchers and everything else? 

Dr. Wurrnery. Yes, sir. 

Mr. Pererson. Here is a complete listing of everything. 
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Dr. Wuirney. It has its own generator. It has everything that you 
need to operate a hospital if you got a place to put it. 

Mr. Tuomas. What about heating equipment and water? 

Dr. Wuirney. It is designed to utilize a building that has water— 
a building that was built for some other purpose, such as a high school 
or gymnasium. We have a water tank in there, too. 

Mr. Tuomas. You are figuring that you are not going to go out and 
have an open air thing and have a dirt or wooden floors, using tents 
or tarpaulins, but you are going to use some existing building, high 
school or church ? 

Dr. Wurrney. Any suitable building that is still standing. 

Mr. Tuomas. If you are depending on lights and water in that 
building 

Dr. Wuttney. No, sir; if they are there, fine. If not, the hospital 
has its own 15-kilowatt generator. 

Mr. Tuomas. Its own little generator. 

Dr. Wuitney. A separate generator for the X-ray machine. 

Mr. Tuomas. $42,500,000 is requested for some more of these units. 
How many units will this $42,500,000 buy ? 

Dr. Wuirnry. As I started out to say 

Mr. Tuomas. It comes down to $22,000 per unit, you say? 

Dr. Wurirney. About 1600 hospital units, treatment centers and 
750 of the large hospitals. As I started to say, we have taken that 
original hospital that I have just described to you and given it, adding 
additional items, both in quantity and in line items, to give it a 
capability for definitive medicine and surgery over a continuing 
period of time, which is estimated to increase the price. 

Mr. Tuomas. How many beds do you now have? 

Dr. Wuirney. Two hundred times two thousand, or four hundred 
thousand beds. 

Mr. Txomas. This appropriation will buy that many? 

Dr. Witney. No, sir; that is what we have now. We have or will 
have the 1,932. This appropriation will buy 750 of the enlarged units 
which will have greater ey pony 

Mr. Tuomas. You have 1,932 units on hand ? 

Dr. Wurrney. We will have at the end of this yea 

Mr. oar ro This will buy 750 more units. What is your goal? 

Dr. Wurrnry. A little over 6,000 units, eventually. At the present 
sinuhthcinemmiatidie future casualty estimates. 

Mr. Tuomas. We have had this program since 1952. How much 
deterioration is going on in this hospital ? 

Dr. Wuirney. Shelf-life items are the antibiotics. That is in the 
same category. 

Mr. Tuomas. What about all your dressings? 

Dr. Wurirney. They all come sterilized, sterile-packed, export- 
packed. We use the same specifications that the military uses. All 
items are long-term storage packed. 

Mr. Tomas. Will it slow down this program if we do not buy any 
more for the next 12 months and take stock and see what the market is 
going to do? 

Dr. Wurrney. Of course, by buying them we have brought the price 
down from that standpoint. But let me make this comment, if I may. 

Mr. Tuomas. My friend, Secretary Humphrey, said that by buying 
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everything we are running the price up. Iam inclined to think he may 
have a point there. 

Dr. Wuirney. We are trying, Mr. Chairman, to keep our medical 
stockpile in balance. We have enough of all the other categories of 
equipment at the present time to care . for 314 million casualities for a 
period of 3 weeks. 

Mr. Tuomas. What other categories? 

Dr. Wuirnry. Emergency medical supplies. 

Mr. Tuomas. I read those words, but what are they: Drugs, dress- 
ings, surgical instruments? How much deterioration do you have in 
your drugs and blood plasma ? 

Dr. Wurrney. Blood plasma and antibiotics are the only two de- 
teriorative items we have in the stockpile that have to have a date. 

Mr. Tuomas. I can’t get it in my head that you are just buying and 
buying and keeping these things in the stockpile 7 or 8 years, that it is 
going ‘to do this stuff any good. If I had to go to a hospital and the 
nurse was going to give me some stuff 8 or 9 years of age, and I knew 
it, I would crawl out of there. 

Dr. Wurrney. Could I say one thing further? The reason we 
are asking for additional money is to bring the number of hospital beds 
in balance with the quantities of other medical supplies we now have 
under procurement or on hand. If we can take care of 4 million cas- 
ualities with our backup reserves, but do not have enough hospital beds 
to perform treatments with then your medical care stops right there. 


BLOOD AND SHOCK THERAPY SUPPLIES AND EQUIPMENT 


Mr. Tuomas. Blood and shock therapy supplies, $9 million; what 
does that mean ? 

This program provides for additional procurement of supplies and equipment 
for treatment of casualties suffering from loss of blood and from shock, such as: 
Blood-collecting equipment, blood derivatives, plasma, intravenous solution. 

Dr. Wurtrney. The standard items. 

Mr. Tuomas. If you put into my veins intravenous solution that was 
10 years old, I would scream at you. 

Dr. Wuirney. We would not do that under the present plan. 
Whole blood cannot be stored; so we stockpile the equipment neces- 
sary to collect whole blood. It has to be used within 21 days. The 
next best thing to whole blood, if you cannot get it, is serum albumin 
or plasma or blood derivative. We have some plasma that is 5 years 
old, will be this year, that can be reworked. 

Mr. Tuomas. Will it hurt anything if we pass up this item this 
year and take a look at what we have and reevaluate it and then if 
we have done any harm, buy it up? Will it do any harm? 

Dr. Wurrney. The price of everything we buy is going to go up 
because it is only by buying some every year that we keep a base 
of production. 

Mr. Tuomas. You are not the only ones buying this equipment. 

Dr. WuitNey. In this quantity. 

Mr. Tuomas. The armed services are spending a lot of money on 
this item. 

Dr. Wuitney. They have no medical stockpile, sir. 
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Mr. Prrerson. May I make a comment there, Mr. Chairman ? 
First let me say that in this field of medical stockpiling, we have the 
benefit of the advice of one of the finest medical advisory committees 
that it would be possible to constitute in this country in the American 
Medical Association, of the American Hospital Association, of the 
Nursing Association. We have not made a move in this field that 
has not been with the benefit of the finest professional advice that 
we can get in the United States. We have not charged off a dollar 
of this material yet. I indicated a while ago that we might eventually 
reach the point where we might have to charge off some of it in the 
blood-plasma field and in the antibiotics field, although everything we 
have bought in the last 2 years in the form of antibiotics we have 
bought under contract whereby the suppliers rotate it for us, so that 
I believe that this program has been as carefully conceived and 
executed as it is possible to do in this country. 

I would add one other thing 

Mr. Tuomas. You have not charged off a thing but you may have 
to later. 

PHYSICAL INVENTORY 


Mr. Yates. Does the FCDA take a physical inventory of its 
a 
Mr. Pererson. Yes, sir; all of this is on IBM cards. We run 
constant inspection on it. It is carefully guarded, secured, accounted 

for. 
Mr. Yates. You conduct a physical inventory of your apres! 
ally 


Mr. Pererson. I think we have only done it once so far. We 
caught up with the whole thing. 

Mr. Yates. When did you do it? 

Mr. Peterson. Within the last year. 

Mr. Yates. In each of your warehouses? 

Mr. Pererson. All the warehouses, everything. 

Dr. Wuittnry. We have quarterly stock status reports. 

Mr. Yates. Did you find any losses? 

Mr. Pererson. We had one loss of $1,500 in a naval warehouse 
and that is in process of investigation now. 


ANTIBIOTIC STOCKPILE 


Mr. Yates. How much of your antibiotics are subject to deteriora- 
tion? Do you have a record of the time when the antibiotics reach 
their out-dates ? 

Mr. Pererson. The doctor could answer better. 

Dr. Wuirney. These things are usually conservative dates. 

Mr. Yates. I know that, but you have been collecting. them for 
about 6 or 7 years. 

Dr. Wurrney. We keep them by lot numbers. 

Mr. Yates. When I buy antibiotics in the drugstore I know the 
out-date is about a year hence. Is this true of your antibiotics? 

Dr. Wurrnty. First: we buy those that have the long-dating period. 
As most of you know, there are 150 or more antibiotics on the market. 
We buy the ones that the Division of Medical Scientists, the National 
Research Council—they determine our requirements in that—they 
advise us what to buy. Our antibiotics are limited to just 10 
antibiotics. 
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Mr, Yates. What are your out-dates on it? 

Dr. Wurirney. Four years. 

Mr. Yares. The question occurs to me, then: Do you have a sub- 
stantial investment in them? 

Dr. Wuttney. About $9 million. 

Mr. Yates. Those are the only ones you said were subject to deteri- 
oration apart from plasma. The thought occurs to me that before 
they are outdated, isn’t there a possibility of your exchanging them 
with some new stuff with the Veterans’ Administration or the 
Department of Defense ? 

Dr. Wurtney. No, sir. 

Mr. Yates. Why not? 

Dr. Wuitnry. Because the Federal agencies that carry them, and 
particularly the Department of Defense, have the same problem that 
we have. Sothey cannot rotate ours. They have to rotate their own. 
The second point is that none of these agencies use these large quan- 
tities. 

Mr. Yates. I thought you said the Department of Defense—— 

Dr. Wuirney. I said had no stockpile; but they have year-to-year 
requirements. They buy a year ahead of time. The point is, we have 
explored every avenue possible for the rotation of these antibiotics, 
including what used to be the FOA, which is now the ICA. Oc- 
casionally they ship huge quantities over to Greece or India or some- 
place to combat an epidemic. 

At first, the manufacturers, due to the fact that they do not have 
sufficient volume to turn this over, and put it in their normal trade 
channels, were unwilling to do any rotation. For the past—will be 
3 years now—all of our procurement contracts have carried rotation 
clauses in them, so that since 1956 procurement began all of our anti- 
biotics will be under rotation contract. 

Mr. Yates. What does that mean? 

Dr. Wuitney. That means that the manufacturer contracts to re- 
place the material on our shelf with fresh material, take that back and 
put it in his trade channels before the expiration date, and they like to 
do it a year before the date, so what we are getting is material over 
a year old on our shelves all the time. 

Mr. Tuomas. You couldn’t get it a year and a half? Would it 
hurt anything to put it off so it would be 18 months ? 

Dr. Wurrney. We can get it. 

Mr. Pererson. If the committee has any way of knowing when 
the war will occur, it could set the rate of procurement in this field 
any place you wanted. We think, and the medical fraternity thinks, 
that this is a rather modest approach to a very big problem. We now 
have stockpiled a little over—it is $219 million worth of authorization. 
We are shooting for $411 million. We will have to shoot higher than 
that later. 

Mr. Tuomas. Gentlemen, we are not going to match our opinion 
against that of the medical profession. Since you have not been able 
to get delivery on this item in 18 months, what harm is it going to do 
this to postpone this 6 or 8 months? 

Mr. Punlanets: We just slow down the process ; that’s all. 

Mr. Tuomas. That’s all. 

Mr. Perrrson. We will slow it down 1 year; you will have to pick 
that year up someplace. 
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Mr. Tuomas. Maybe it would let the supplier catch up a little bit 
and he might make deliveries a little faster. He is behind now 18 
months with you; isn’t he? 

Dr. Wuitney. No, sir. 

Mr. TrHomas. How far is he behind ? 

Dr. Wuirnety. We are not behind. We have on procurement— 
we have given orders this year for $41 million out of the $47 million. 
We are getting continual deliveries all the time. The December 31 
stock status reports show a dollar warehouse stock of $153 million. 
If you add that to $41 million that is now being procured, that comes 
up to almost $200 million. 

Mr. Tuomas. Unfortunately your statement and what I am reading 
do not jibe. It says, as of this same date, and that is June 30, 1956, 
$130.6 million 

Dr. Wuirney. I gave you a later date. 

Mr. Tuomas. How much is that? 

Dr. Wuarrney. The $153 million as of December 31 

Mr. Tuomas. So you have had $23 million worth delivered over a 
period of 6 months, then. 

Dr. Wuirney. Yes, sir. 

Mr. Tuomas. You want $42 million; so that is 1 year’s delivery. 
Ts that about right ? 

Dr. Wurrney. We could have gotten more delivered if we had 
placed more orders. If we had more money to spend we could place 
more orders. 

Mr. Tuomas. You have had $219 million available and you have 
only $153 million delivered in the warehouses. That does not jibe; 
does it? 

Dr. Wuirney. You cannot take the total amount appropriated, 
because a certain percentage of that is for unitizing the packages 
for warehousing, for transportation. We have to pay MMSA out 
of the stoc kpile : appropriation in order to act as procuring agent for 
us. So, actually, out of $219 million that has been appropriated since 
we first started, at least 5 percent of that has not been to buy things 
with but has been to pay for the services necessary to buy them with. 

Mr. Tuomas. That is the figure you set out here; 5 percent or $10 
million. So you have $209 million left, and so you are still $56 mil- 
lion short. 

Dr. Wuirnry. One thousand of those hospitals are being assembled 
now. You understand, in assembling a hospital they cannot deliver 
the hospital until they get everything that goes into the hospital. 

Mr. Yates. How much does that cost ¢ 

Dr. Wurrney. That will be 1,000 times $22,500 in this year’s pro- 
curement that will be delivered by June 30. 

Mr. Tromas. Doctor, you have helped us out, and we understand 
your problem. We hope you get your medicine. 


RADIOLOGICAL AND CHEMICAL WARFARE DEFENSE EQUIPMENT 


Let us take a look at “Radiological and chemical warfare defense 
equipment,” $8 million. 


The objective of this program is to minimize effects of an attack with radio- 
logical or chemical weapons. Enough information is available now to demon- 
strate that the procurement program planned for fiscal year 1958, together 
with instruments previously purchased, is well under the limits of an adequate 
total instrumentation program. 
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STATUS OF PROCUREMENT PROGRAM 


Let us insert page C-13 in the record at this point. 
(P. C-13 is as follows :) 





Number 

needed Number | Additional} Unit Amount 
Designation for stock- already requested cost requested 

pile and procured 

training 


Radiological: 
1. Low intensity survey meter, V-700_ _-_-- 179, 500 33, 243 45, 000 , 350, 000 
2. Medium intensity survey meter, V-710- 320, 000 184, 950 75, 000 2E , 875, 000 
3. High intensity survey meter, V-720_-_- 100, 500 20, 340 20, 000 3s 700, 000 
4. Dosimeters 611, 000 300, 000 j 1, 800, 000 
5. Dosimeter chargers, radiation sources, 
and source containers i 


Subtotal! radiological__.__.........-- 
Chemical: 
1. Detector kits, gas alarms, decontami- 
nation equipment and protective 
clothing 





Total radiological and chemical war- 
fare defense equipment-...........|..--.-- 





Mr. Tuomas. C-13 shows the status of stockpiled instruments: 
low intensity survey meters, 179,500 needed. The number already 
procured, 33,243. Additional requested for 1958, 45,000. How many 
of these instruments do we have on hand ¢ 

Mr. Starr. 164,898 as of December 31, 1956. 

Mr. Tuomas. Dosimeters. 

Mr. Starr. Requested for 1958? 

Mr. Tuomas. The number produced is already 611,000. 

Mr. Gatiacuer. Number under procurement—— 

Mr. Tuomas. Does that mean delivered ? 

Mr. Gauuacuer. No, sir; it does not mean that. 

Mr. Tuomas. Number needed for stockpile and training, 1,400,000. 
You have ordered 611,000. How many do you have out of that? 

Mr. Gautaguer. Deliveries on all of the instruments under pro- 
curement as of December 31 total 164,898. So there is quite a backlog 
there. 

Mr. Pererson. Dosimeters or all instruments ? 

Mr. Gatuacner. All instruments. Against total on page C-15 you 
are looking at of 849,493. 

Mr. THomas. Low intensity survey meter—need 179,500. 

Number already procured, does that mean already received in the 
warehouse or just on order? 

Mr. Gatxiacuer. Includes those delivered and those still to be 
delivered. 

Mr. Tuomas. That does not mean much. How many do you have 
in the warehouse ? 

Mr. Gatxacuer. Of that low intensity meter, we have only 5,275. 

Mr. Tuomas. Some 28,000 on order, then ? 

Mr. GALLAGHER. Yes, sir. 

Mr. Tuomas. When are you going to get them? 

Mr. Gatxacuer. There has been difficulty in the procurement of 
these things. Under the procurement regulations of the Government 
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and the bidding requirements, numbers of new manufacturers have 
come into the field who have had difficulty in qualifying and producing 
these instruments, so there are repetitions of disqualifications. 

Mr. Tuomas. What good are these instruments going to do with 
these scientific changes coming and the wind blowing this fallout 
material all over the country ¢ ? The weatherman is going to tell us 
where it is going. What use is this going to be? Aren’t you going to 
wake up around here with two or three hundred thousand of these 
meters in warehouses and the newspapers talking about throwing away 
$40 million or $50 million for some worthless instruments ? 

Mr. Gatiacuer. I don’t think the instruments will ever be worth- 
less. We will get better instruments, cheaper instruments; we hope 
perhaps more efficient instruments. But the instrument that we buy 
now will still be a good instrument. It is like buying a model T Ford. 
It provided transportation. But you are getting better automobiles 
now. 

Mr. THomas. Your warning system announces over the radio that 
over area X you should not drink any water or you should not eat any 
food; it is all contaminated. What use is the instrument going to be 
in that area ? 

Mr. Gatiacuer. Radiation decays; it declines in intensity and it 
is important to measure the level of intensity at any particular time. 

Mr. Tuomas. How long is that period of decay ? 

Mr. Gatiacuer. It depends on the isotope involved. 

Mr. Tuomas. This group has been listening to the Atomic Energy 
Commission for years. I do not think that rate of deterioration very 
great, to hear them talk. 

Mr. Gatiacuer. Most of it decreases or decays rather rapidly. 
Some of the elements are quite long-lived. 

Mr. Tuomas. You still think this is a very useful instrument to 
have? 

Mr. GatiacueR. Normal prudence dictates the need for getting 
these numbers that we are approaching as the Governor said. 

Mr. THomas. What is the sum total, $7,450,000 you are going to 
spend on them in 1958 ? 

Mr. Gatuacuer. In 1958, yes, sir. 

Mr. Tuomas. What has been the expenditure to date ? 

Mr. GatiacHer. About four and a half million. I had a figure for 
1957, sir. 

Mr. Tuomas. There has been more than that appropriated, though, 
hasn’t there ¢ 

Mr. Herreirrncer. We can give you what we have programed for 
past years. 

Mr. Tuomas. That is good. How much ? 

Mr. Srarr. In 1956, it was $4,804,677. In 1957, it was $4,910,000. 

Mr. Tuomas. You have been buying these meters longer than 3 
years, meen you? 

Mr. Starr. I donot have previous figures. 

Mr. Teenssas. What is it, about $16 million to date? 

Mr. Starr. Yes, sir. 

Mr. Tuomas. Next is gas alarm, decontamination equipment, pro- 
tective clothing. 

Mr. Pererson. We bought 8 million and want to buy 8 million more 
of these monitoring devices. 
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Mr. Tuomas. A total figure of 16 million carries you through fiscal 
1958. 


Mr. Pererson. Yes, sir. 

Mr. Tuomas. What about this item of $550,000 for detection kits 
for the detection of nerve gases, primarily, and other chemical agents? 

Mr. Gaizacuer. The kit in question isa Navy kit. 


Survey, PLans, AND ResearcH 


Program and financing 


1956 actual 


Program by activities: | 
BS COE Sdn dids dgtdodwcbtueedcdstchoocssadekt .| 
I chal Beal 

Total obligations.........-. 

Financing: 

Unobligated balance brought forward 
Unobligated balance carried forward 


Appropriation 


Obligations by objeets 


1956 actual 


FEDERAL CIVIL DEFENSE ADMINISTRATION 
07 Other contractual services . 
Services performed by other agencies_- 


Total, Federal Civil Defense Administration - 
ALLOCATION TO DEPARTMENT OF THE ARMY 


Total number of permanent positions. --- d 
Average number of all employees. ---.........---- 
Number of employees at end of year 


Average salary and grades: 
General schedule grades: 
Average salary......-.-....-...- 
Average grade___......-.-- 
Ungraded positions: Average salary- 
Personal services: 
Permanent positions 
Regular pay above 52-week base 
Payment above basic rates___- 


Total personal services 

Travel. 

Transportation of things 

Other contractual services _ - 

Supplies and materials_- , 

Taxes and assessments_-_---~_-.-.-- 

Total, Department of the Army-.--. 

ALLOCATION TO DEPARTMENT OF COMMERCE 

Other contractual services 


Total obligations. _ - 


4, 328 | 
7, 092 | 


71, 420 


$2, 917, 157 | 


2, 917, 157 


9, 386 | 


420 | 10, 933, 580 | 
} 


1957 estimate | 1958 estimate 


$6, 208, 672 $6, 095, 000 
4, 724, 908 6, 700, 000 


10, 933, 580 | 12, 795, 000 


—7, 028, 580 —6, 


095, 000 
6, 095, 000 . 


10, 000, 000 | 6, 700, 000 


1957 estimate | 1958 estimate 


$9, 140, 958 | 
ool Eis 1, 709, 999 


$12, 395, 000 
360, 000 


10, 850, 957 | 12, 755, 000 


40, 000 | 40, 000 


12, 795, 000 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


| 


BUDGET AUTHORIZATIONS AVAILABLE 


| 
Appropriation . pia $10, 000, 000 $10, 000, 000 $6, 700, 000 
Balance brought forw: ard: 
Unobligated - - ibtninsisiceteataoes ‘tail ancaiehiedd ccaieaeeaiiale 7, 028, 580 6, 095, 000 
TE cispndnchces : cg b 1, 837, 349 5, 070, 929 


Total budget authorizations available_. ; 10,000,000 | 18, 865, 929 17, 865, 929 


EXPENDITURES AND BALANCES 


Expenditures— 


Out of current authorizations. - 1. 134.071 f 2, 200, 000 3, 000, 000 
Out of prior authorizations. ___- iw ’ ssaetas peasy" TL 5, 500, 000 5, 000, 000 


Total expenditures j : 1, 134, 071 7, 700, 000 8, 000, ‘000 
Balance carried forward: 

Unobligated _- woe a eet 7, 028, 580 | 6, 095, 000 Joddtines* 

Obligated__...-.- rage sa oe 1, 837, 349 5, 070, 929 9, 865, 929 


Total expenditures and balances. dbs Sa 10, 000, 000 , 865, 929 17, 865, 929 


Mr. Tuomas. Let us look at research and put D-2 in the record. 
(P. D-2 is as follows:) 


Summary of programs 





Program by activities: 
1. Survey plans... é : $1, 454, 328 $6, 208, 672 $6, 095, 000 
SD Ween seeds success or 1, 517, 092 4, 724, 908 6, 700, 000 
Total. _ ; : 2, 971, 420 10, 933, 580 12, 795, 000 
Financing: | 
Unobligated balance brought forward —7, 028, 580 —6, 095, 000 
Unobligated balance carried forward , 028, 580 6, 095, 000 
Appropriation. ._._____- ie , 000, 000 10, 000, 000 6, 700, 000 
Program by object class: | 
07 Other contractual services. | 2, 917, 157 9, 140, 958 12, 395, 000 
Services performed by other agencies “ 1, 709, 999 360, 000 
Total Federal Civil Defense Administration. . _- 2, 917, 157 10, 850, 957 12, 755, 000 
Allocations to other agencies-_- ; 54, 263 82, 623 40, 000 
Total | 2, 971, 420 10, 933, 580 12, 795, 000 
Unobligated balance brought forward | —7, 028, 580 —6, 095, 000 
Unobligated balance carried forward 7, 028, 580 | 6, 095, 000 


Appropriation. __- os aendieia ten tee , 000, 000 10, 000, 000 6, 700, 000 


Mr. Tuomas. That is $10 million for last year, and $6,700,000 for fis- 

‘al 1958. Governor, how come they slipped up on you this time? It 
shows a 3314-percent decrease. 

Mr. Pererson. Maybe not as it sounds on the surface, Mr. Chairman. 

Mr. Tuomas. Turn over 14 pages and that increase will show up. 

Mr. Prrerson. We did have the survival plan studies. We are 
asking no money for this year for those survival plan studies. 

Mr. Tuomas. Pure research, about $6.7 million this year. Do you 
have an unobligated balance? 

Mr. Pererson. No- year funds. 
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UNOBLIGATED FUNDS 


Mr. Tuomas. What is the unexpended balance on this item? You 
have $10 million last year and also $10 million the year before last. 
That is research, now, for survey plans and research to remain avail- 
able until expended. What is your unobligated balance? You had 
some money here for 1957. 

Mr. Srarr. $6,095,000. 

Mr. Tuomas. Unobligated. 

Mr. Pererson. That will carry our survival plan studies through 
this year. You see, that is why we are not asking for further money, 
That is why the decrease becomes possible. 

Mr. Tuomas. Then you ought to hand us back $314 million, 
Governor. 

Mr. Pererson. We will need all the money in that $6 million and 
need $6.7 million more. 

Mr. Tuomas. I was trying to catch hold there. I thought you would 
hand back the rest of that $10 million. 

Mr. Pererson. I would like to but scientists have created a tremen- 
dous number of problems for us and we are trying to catch up with 
them. If you would slow down the military in figuring ways to kill 
people, we would not have to ask for this money. 


UNEXPENDED FUNDS 


Mr. Tuomas. Governor, you are carrying me a little fast. This $6 
million, what is your unexpended balance from 1957? 
Mr. Srarr. The unexpended balance as of December 31, 1956, is 


$13,144,418. 

Mr .THomas. Governor, do you want to give us $5 million instead of 
$314 million? You have $13.1 44.418. 

Mr. Pererson. I do not understand, Mr. Chairman. 

Mr. Tuomas. You are doing a good job of getting me confused. 

Mr. Yates. How much do they want for this year ? 

Mr. Starr. $6.7 million. 

Mr. Yares. I see. 

Mr. Starr. We are actually carrying over $6,095,000. We are ask- 
ing for $6.7 million addition: al. 

Mr. Tuomas. Gives you $12.7 this year against $11 million for last 
year. 

Will you put the general statement in the record on page D-3? 

(P. 1)-3 is as follows: ) 


Justification of estimate 
Research, estimate, fiscal year 1958_____.-_____- : ed das Oe COO 
GENERAL STATEMENT 


The Federal Civil Defense Administration is authorized to conduct research 
so that it can propose proper civil defense measures for the protection of civilians 
in relation to the force of new weapons and new delivery methods. Research is 
the foundation upon which civil-defense programs are built. 

Some of the following proposals are for continuing present projects, while 
others are to begin new ones. Because of the many changing problems involved, 
new developments may make it desirable to combine, curtail, eliminate or em- 
phasize certain of these projects, or may necessitate the addition of new ones. 
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This research program is designed to solve problems both of immediate con- 
cern and of long-range significance. It is consistent with the recommendations 
of the Advisory Committee on Civil Defense of the National Research Council. 
Maximum advantage is taken of the results of research performed by other public 
and private organizations in order to prevent duplication of effort. 


Mr. Tuomas (reading) : 


The Federal Civil Defense Administration is authorized to conduct research 
so that it can propose proper civil defense measures for the protection of civilians 
in relation to the force of new weapons and new delivery methods. Research is 
the foundation upon which civil-defense programs are built. 


WARNING AND COMMUNICATIONS 


Warning and communications, $750,000. What did you spend for 
it last year? 
That is a pretty good guesswork figure there, $750,000. What did 
you spend on it last year ? , 
Mr. Starr. Warning communications service will be approximately 
750,000. 
Mr. THomas. What do you mean, approximately? You have had 
only 6 months of this year. How much have you spent in 6 months? 
Mr. Srarr, We have actually spent about $792,380 so far in the fiscal 
year. 
Mr. Tuomas. At that rate, you won't need but $400,000 to be gen- 
erous about it. You have a tremendous carryover there. 
Mr. Durtantis. There are some items pending—a field test in the 
internal alarm system that amounts to $600,000. 


DAMAGE ASSESMENT AND REPORTING SYSTEM 


Mr. Tuomas. What about the million dollar damage reporting sys- 
tem ? 

Mr. Srarr. $311,500 for 1957 we are programing. 

Mr. Tuomas. You have a little unexpended balance there, haven’t 
you? Isthata 1-year appropriation or a no year? 

Mr. Srarr. No year. 


RADIOLOGICAL DEFENSE 


Mr. THomas. Radiological defense, $1,400,000. The primary ob- 
jective of research in radiological defense is to determine the most 
a ient and economical method of i improving our defense against the 

allout hazard in order to increase the probability of survival. 

"C an’t you get that money out of the Atomic Energy crowd? 

Mr. Pererson. The administration has given us complete responsi- 
bility. 

Mr. Tuomas. They have 3 or 4 laboratories, 1 section on Long 
Island, 1 out in California, 1 out in Chicago where they have the 
hospitals and that is not all the study. 

Mr. Prererson. We have been given responsibility within the execu- 
tive department by the administration for the complete development 
of a radiological defense system in the United States. The military 
is doing some work in the same area but the responsibility is pri- 
marily ours for this entire job. We may have a situation within a 
period of a few years 
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Mr. Tuomas. My friend, Dr. Fleming? 

Mr. Pererson. No, the administration. We may have a situation 
within the next 2 or 3 years should an attack occur in which nearly 
every inch of the United States—— 

Mr. Tuomas. The administration has delegated this authority, and 
took it out of the armed services ? 

Mr. Peterson. No; we have the national responsibility; we have 
the responsibility to develop a national radiological defense system. 
The military, of course, still has its own responsibilities for maintain- 
ing its own operations. It is our job to protect the American people 
in this field to the extent that it is possible. 

Mr. Tuomas. What do you mean “radiological defense system’? 
How are you going to do that ? 

Mr. Prrerson. We will have to figure out a way to monitor this, 
figure out a way to disseminate information with regard to radio- 
activ ity and advise the population. You are not going to be able to 
move a wheel, man, or animal until this system is in. 

Mr. Tomas. You gather in the Weather Bureau and the Atomic 
Energy Commission ; ‘they have the labs. They have the equipment. 

Mr. Pererson. I spent just recently several hours with two of the 
leading radiological people in the country. We don’t know in this 
country or in the wor ld, yet, the effects of radioactivity. We don’t 
know much about certain of the elements in radioactivity. We do 
know this, that the Russians will have the capability 

(Discussion off the record.) 

Mr. Tuomas. You mean the biologists, now? They are your ex- 
perts in this field. 

Mr. Prrerson. I have talked to these peonle, too; but I am talking 
about 2 practicing radiologists, 1 connected with 1 of the largest 
medical schools in ‘the United States, with more practical experience 
than any in the field. 

Mr. Tuomas. They have to go back to the biologist. It works on 
the cells. 

Mr. Pererson. Certainly; that’s right. 

We do not know; we really do not know very much amout radio- 
activity in the United States at the present time, or in the world. 

Now, you cannot taste this stuff, cannot smell it; cannot feel it or see 
it; so we will have to measure it by electronic devices of various types. 

Mr. Tuomas. He had an article in the paper not long ago, didn’t 
he? He contradicted—who was it—the boys over at the Atomic 
Energy Commission—was it my friend, Strauss? 

Mr. Pererson. Then we have to develop a means of getting this in- 
formation clear across America as rapidly as we possibly can. 


BOMB SHELTERS 


Mr. Tuomas. Here is that item I was trying to put my finger on: 
$2,300,000. Public shelters designed under “current apt ical as- 
sumptions must be proof-tested. Will that money provide for the con- 
struction of equipment, of scientific instrumentation ? 

Research, costing $200,000, is proposed to study problems and meth- 
ods of shelter design and construction. 

Let us put page D-6 in the record, too. 
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(P. D-6 is as follows :) 


Research, costing $200,000, is proposed to study problems and methods of 
shelter design and construction. The results of these studies should reduce the 
cost of shelter construction by many million of dollars. Specific subjects to be 
studied are (1) the economics of shelter design and location, and the simplifica- 
tion of construction techniques; (2) the improvement and simplification of blast 
door design; (3) the replenishment of oxygen, the reduction of carbon dioxide 
and humidity, and the elimination of carbon monoxide within the shelters; and 
(4) the reduction of loadings on shelters by special architectural designs. 

Shock tube tests and laboratory research on structural design of civil defense 
engineering problems must be continued at an estimated cost of $100,000 in 
fiscal year 1958. 


Mr. Tuomas. The replenishment of oxygen, the reduction of carbon 
dioxide and humidity. You do not want them to suffocate. And the 
elimination of carbon monoxide within the shelters; and the reduction 
of loadings on shelters by special architectural designs. You want 
to strengthen the roof. 

Shock tube tests and laboratory research on structural design of 
civil defense engineering problems must be continued at an estimated 
cost of $100,000, you say, in 1958 fiscal year. 

You have $300,000 there for pure research, plus $2 million for bomb 
shelters. That is two items there. 
























MEDICAL RESEARCH 





You have $250,000 for a fire program, and medical again for $350,000 
and the medical research program calls for continuing 3 3 studies now 
in progress. The objective of the first study, estimated to cost 
$200,000, is to develop basic medical standards for the care of casual- 
ties resulting from nuclear attack. 

Are you doing this yourself? Where are you doing this research, 
Governor ? 

Dr. Wuirney. This is the biomedical problem or project. 

Mr. THomas. What university is carrying this on? I presume you 
are not setting up laboratories in the agency to carry on this work? 

Dr. Wutrney. This is in connection with the Department of De- 
fense, in 17 national professional health organizations. 

Mr. THomas. What about the Atomic Energy Commission ? 

Dr. Wurrney. This is on mass casualties. 

Mr. Tuomas. The Atomic Energy Commission has three hospitals 
where they do nothing but study ‘diseases caused by atomic energy, 
We have i on Long Island, 1 in Chie ‘ago, 1 in Berkeley. 

Dr. WuITNey. They do not do any studies on mass casualty care. 
This is on mass casualty care. We utilize these other agencies and use 
all the information that is available from them as far as care of radia- 
tion casualties. 

Mr. Tuomas. You have joint effort between the Veterans’ Admin- 
istration and I presume the finest hospital in the world, the University 
of Chicago, 26 floors, 13 or 14 of which are laboratories. Those people 
are the authorities in this country. If there is anybody in the world 
who knows more about it than those doctors at those four installations, 
we had better hire them. 

Dr. Wuirney. We have a joint committee that advises us, partici- 
pates in this with the Department of Defense and the Veterans’ 
Administration, 
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Mr. Tuomas. Doctor, I am raising this point: are we not getting 
over into somebody else’s field, in which we are not qualified? We 
are going in here and spending a lot of money, just as the Atomic 
Energy Commission has. We could get qualified, too, but couldn’t we 
turn this over to them and rely upon them for this research work? 

Dr. Wuirnry. This is money that we would contract to these other 
agencies to perform this work for us, sir, because we do not have the 
facilities or the staff to do it. 

Mr. Tuomas. The AEC is studying a whole lot more than you are, 
too. They are going into treatment of everything by isotopes from 
cancers on down. 

Dr. Wurrney. I can give you a specific example of that, sir. We 
have just revised a manual known as Emerency Medical Treatment 
which was written for us by the National Research Council. The 
chapter on the treatment of radiation sickness has been developed by 
the National Research Council utilizing all of these groups that you 
mentioned. That is where they get their information from. 

We take that information and put it into a recommended method of 
treatment. 

Mr. Tuomas. Let me interrupt you a minute. Is this the Civil 
Defense Scientific Advisory Committee, the National Advisory, the 
National Academy of Science? Is that a different one? 

Mr. Prererson. Yes, sir. 

Mr. Tuomas. Physics, chemistry, biology, medicine, law, and the 
social sciences. But that is still a different one. 

Dr. Wurrney. That is a different committee. But they have inter- 
locking membership on that committee. We deal with the Division 
of Medical Science. 

‘Mr. Tuomas. Biological and chemical warfare, $300,000. 


INFORMATION AND EDUCATION 


Information and education, $200,000; what is that? What does 
that mean? It refers to the Agency’s programs for awakening the 
public to the nature of the nuclear threat. 

Mr. Pererson. What we are doing is using standard industrial 
techniques of making periodic public opinion surveys to see whether 
we are getting our merchandise across to the people. We are trying 
to find,out whether we are getting anything for the money we spend 
in an end product. 

Mr. Yates. What have you found so far? 

Mr. Pererson. So far in the development of public awareness we 
have had good success. We have found that in other elements of our 
program we have less than good success. We just are not geting some 
of our stuff across to the public. 


HUMAN RELATIONS 


Mr. Tuomas. Human relations, $100,000. Human reactions to dis- 
asters are difficult to comprehend. FCDA must examine the socio- 
physiological effect of disasters, $100,000. How much did we spend 
for that last year? 

Mr. Pererson. Nothing. Probably the most important item in the 
budget because nobody knows whether the American people will be 
willing to fight if some one starts dropping nuclear weapons on them 
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and we don’t know whether any other people in the world will, whether 
you will have complete chaos, pandemonium to what some think is 
the inevitable. 

Mr. Tuomas. Let us spend that $100,000 and withhold the rest of 
this and maybe we can get the cart before the horse. 

Mr. Pererson. Withhold the $35 or $ $45 billion to the military esti- 
mate because they don’t know the answer to that subject. 

Mr. Tuomas. You may have something. We can get all this for 
$100,000 and save $40 billion. 


RECAPITULATION OF RESEARCH PROGRAM 


Put D-9 in the table, “Research recapitulation.” It is a good table. 
(D-9 is as follows :) 


Research recapitulation 


Warning and communications 
Damage assessment and reporting s 
Radiolog rical defense 


Medical 

Civil Defense Advisory Committee_ 
Information and education 

BW and CW research 

Human relations______~- 


Mr. Tuomas. Warning and communications, $750,000; fire, $250,- 
000; medical, $350,000 ; human relations, $100,000. 

We can eliminate all this. But, seriously, though, you raised the 
,oint that it is not a question of whether we want to fight. We know 
3 past experience that this country will fight at the drop of a hat 
when somebody drops the hat first. But get in a big city and being 
able to fight and want to go fight, is two different things. 

Mr. Pererson. That is going to cause some new problems for us. 

Mr. Tuomas. People won’t be able to get out of a, house. 

Mr. Peterson. What if we had an announcement that 50 of the 
largest cities evaporated from the earth at 3 o’clock this afternoon. 

Mr. Tuomas. I would not worry about that; I will be gone. 

Mr. Prirerson. Not necessarily. You may be in that town in Texas. 


Civi, Derense FuncTions or FepeRAL AGENCIES 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
1. Housing and Home Finance Agency- - - $25, $150, 000 $350, 000 
z. Department of Agriculture_- ‘ 325, 000 | 600, 000 
3. Department of Commerce 3, 81: 555, 000 900, 000 
4. Department of Health, Education, and Welfare 214, 722 2, 340, 000 3, 350, 000 
5. Department of the Interior g , 32 70, 000 200, 000 
6. Department of Justice - mot 2 wei 60, 000 100, 000 
7. Department of Labor - - : P ‘ 14, 253 450, 000 650, 000 
8. Post Office Department as ‘ . nae ; 50, 000 150, 000 


Total obligations - - ___._- si li 4, 000, 000 6, 300, 000 
Financing: 
Unobligated balance no longer available ve 


FY COG OINEE io cc cccdccccccswencccctanawess ; 4, 000, 000 
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Obligations by objects 


ALLOCATION TO HOUSING AND HOME FINANCE AGENCY 


Average number of employees 
Number of employees at end of year 


Average salary and grades: 
General schedule grades: 
Average salary ; 
Average grade. .............- 


01 Personal services: 
Permanent positions-.-__- . 
Regular pay above 52-week base _- 


Total personal services-___- 
I a adn 
Transportation of things -- 
Communication services -_- 
Printing and reproduction _-- 
Other contractual services ss 

Services performed by other agencies.. Siena: 
Supplies and materials- a 
Equipment se 
Grants, subsidies, and contributions: 

Contribution to retirement fund 
Taxes and assessments 


Total, Housing and Home Finance Agency 
ALLOCATION TO DEPARTMENT OF AGRICULTURE 


Total number of permanent positions- -- - 
Average number of all employees oe 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


01 Personal services: 
Permanent positions 
Regular pay above 52-week base 


Travel ; 

Transportation of things.__- 

Communication services 

Printing’and reproduction _- 

Other contractual services-- -._--.- 

Supplies and materials 

Equipment_ dd dastabtnrinke hate 

Grants, subsidies, and contributions: 
Contribution to retirement fund 


Total, Department of Agriculture...........-- 
ALLOCATION TO DEPARTMENT OF COMMERCE 
Total number of permanent positions- 
Full-time equivalent of all other positions__- 


Average number of all employees 
Number of employees at end of year. 


Average salaries and grades: 
General schedule grades: 
Average salary.._........-- bse 
Average grade................ , 


Personal services: 
Permanent positions... .. 
Positions other than permanent__- 
Regular pay above 52-week base 
Payment above basic rates_-.. 


Total personal services__- 
Travel___- 
Transportation of things... 
Communication services - 
Rents and utility services____- 
Printing and reproduction. - 
Other contractual services... .. 


1956 actual 1957 estimate 


1958 estimate 





$6, 698 
GS-9.0 


$23, 728 


.| 


$6, 630 
GS-9.0 


$51, 300 


Gs 


9.0 


$115, 700 


800 





23, 728 
1, 000 





51, 300 
3, 500 
100 

1, 500 

, 500 


116, 500 
6, 900 
200 

2, 800 
3, 600 
300 

209, 000 
1, 900 





25, 000° 


150, 000 


350, 000 








38 
31 


61 
65 


$5, 987 
GS-8.6 





Total personal services_.._.-...- bbdinbinn ak slab dabbdlads 





$189, 435 


189, 435 
42, 100 
800 

1, 100 
200 

88, 865 
1, 600 
900 


325, 000 


106, 034 
2, 858 
1, 300 


22, 250 


600, 000 





as. 10.3 


$125, 788 


424 





201 | 


126, 413 | 


18, 145 
3, 463 


| 
| 


612 | 


790 


1, 720 | 


454, 995 | 
51,075 
6, 975 
1, 100 
10, 000 | 
7, 900 | 
12, 655 | 


$6, 561 
GS- 9. 6 


35, 950 
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Obligations by objects—Continued 





| 
1956 actual 1957 estimate} 1958 estimate 


Supplies and materials_.__- iia Rai eae 4 6, 870 

Equipment .____- a 

Grants, subsidies, “and contributions: 
Contribution to retirement fund 

Taxes and assessments................-. 


Total, Department of Commerce : 163, 813 | 





ALLOCATION TO DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


— ey 


Total number of anent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
er hee enn nvenchnnannaducecaplicnie 
Average grade 
Ungraded positions: Average salary 


Personal services: 
Permanent ee $787,264 | $1,377, 669 
Positions other than permanent 64, 571 | 170, 468 | 
Regular pay above 52-week base._.......----.---.-- : ee ne 
Payment above basic rates 1, 414 | 963 
Total personal services. ............-.--.-.--.- 8565, 540° 1, 549, 100 
revel... 5... eee 126, 155 220, 681 
Transportation of things. 10, 454 23, 260 
Communication services_.__. eco.) t eee ane 8, 748 | 19, 200 
Rents and utility services. ..._..-..___---- Seca 6, 636 &, 000 
Printing and reproduction._._....-- | 38, 616 71, 915 
Seer GUMEIEEIIES GUT WIDER S |< Joc nonce nas sasacuscbwesseu tes 92, 503 323, 615 
SD OTE I Bia caciintnn cddig ee satnaating a saniite aed 32, 669 | 61, 229 | 
Equipment...-- hi De 9 oem ot eon ranr ee 41, 289 
Grants, subsidies, and contributions: / 
Contribution Ah. in chiickocnnsecse: ee 
Refunds, awards, and indemnities._...........-..-...---- | 
Taxes and assessments : 








Total, Department of Health, Education, and Welfare | 





ALLOCATION TO DEPARTMENT OF THE INTERIOR 


Total number of peers Is ns ah 2 > Sere ea) 
Full-time equivalent of all other positions 
Average number of all employees_ --_- 
Number of employees at end of year_.._..._.--- 


Average salaries and grades: 
General schedule grades: | 
Average salary cs ane | $10, 320 $8, 906 | 
Average grade. __-__._.___- | GS8-14 | GS8-11.3 





01 Personal services: 
Permanent positions ; $2, 393 | $46, 600 | 
Positions other than perm: anent 
Regular pay above 52-week base 


Total personal services 2 s | 2, 393 | 46, 600 
Travel ___. s 5 2, 096 | 17, 000 
Communication services _- 69 | 4, 500 
Printing and reproduction : 4} 600 
Other contractual services | 5, 100 | 
Supplies and materials -__- as I cé2cniih: 
Equipment ; 626 | 
Grants, subsidies, ‘and contributions: | 

Contribution to retirement fund 
Taxes and assessments -.- 


Total, Department of the Interior. 





ALLOCATION TO DEPARTMENT OF JUSTICE 


Total number of permanent positions -__ - 
Average number of all employees. -- 
Number of employees at end of year... _- 





Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


88278—57—pt. 1——41 








RELATE EOE 1 Le et Nt 


—— 


ee 
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Obligations by objects—Continued 





1956 actual | 1957 estimate | 1958 estimate 









































01 Personal services: Permanent positions. -_...............-]_---....-.---- $49, 060 $63, 060 
ne nccecenesdinacasndsemsinas 8, 440 19, 200 
soe ee ent ge i ee 500 2, 000 
De nnn nn eed eesateeencadlemanconnse Peed 800 7, 540 
07 Other contractual services....................--..-- A ie ae be RY 200 200 
08 Supplies and materials..............._.. a 500 2, 000 
11 Grants, subsidies, and contributions: | ; 
Contribution kr. aduieeadiiemeanatnmeinniainneanntidiie y 4, 000 
Total, Department of Justice. ........_- as dl eesocieimieeeed 60, 000 100, 000 
ALLOCATION TO DEPARTMENT OF LABOR = us — 
Total number of permanent positions....................-.-.- 12 84 84 
Average number of all employees. -.._..............-...------- 8 58 82 
Number of employees at end of year.............-.....----.-- 12 82 84 
Average salary and grades: . Pp 
General schedule grades: 
I at en wenad $7, 489 $6, 644 $6, 644 
i ied ibdnsinnanthobenantionssivonuced GS8-9.9 GS-9.4 G8-9.4 
01 Personal services: sf 
I EIEN. biph Boncnnccntcceccecccccccccces $57, 270 $388, 902 $547, 250 
Ee CE BI ol niccscccsncenvacclenssnnndtnpgeethieusonnneter ata 2, 064 
UIE OUT PENI vin hin oc ncncececcccnscce scons 57, 270 388, 902 549, 314 
02 iene Actin skctiiith itinanshaaeeniniiinnees anes s 4,172 35, 090 42,175 
04 Communication services....................-.......-..... 202 2, 725 3, 350 
a i cw wrnncanncasloucoccwancaces 5, 500 7, 000 
in, Mee EES BE VION iit ci ccnccccncccccesnccccccssces 1, 442 7, 615 10, 420 
a i le elo cee econccct 4 3, 150 3, 010 
7 St tht nccatkdhdiibGwccasereecnecveuccecnsces 1, 072 6, 855 5, 610 
11 Grants, subsidies, and contributions: 
Contribution to retirement fund..................---.|........-----.|-------------- 28, 958 
enon cdiniapomneenamenonseosss 90 163 163 
Total, Department of Labor...........................- 64, 252 450, 000 650, 000 
ALLOCATION TO POST OFFICE DEPARTMENT Poy 
ein cin wah died ened ae 15, 000 50, 000 
oo oF sr dn meena Gtem niin Ger dipminenele 35, 000 100, 000 
es eT ne nnd. cwscnonns| oes cecmeubbenen 50, 000 150, 000 
a a oe ee ekumanoammencans 1, 478, 115 4, 000, 000 6, 300, 000 
Budget authorizations, expenditures and balances 
1956 actual | 1957 estimate | 1958 estimate 
BUDGET AUTHORIZATIONS AVAILABLE 
I Ct pd eRe il on naniemapechinnemnmmnwe $1, 500, 000 $4, 000,000 $6, 300, 000 
Transferred from ‘‘Emergency supplies and equipment, 
Federal Civil Defense Administration” (70 Stat. 184)_____- 00, G00 Rivas Lecasceel Mic... Js 
DI GIODTIIINB A .. 2... nc cccchccwccc en cccsecccus 1, 540, 000 4, 000, 000 6, 300, 000 
Obligates Ramen oreugnt forward... .........................}]........-....8 223, 643 723, 643 
Total budget authorizations available___.............--. 1, 540, 000 4, 223, 643 7,023, 643 
EXPENDITURES AND BALANCES ra ve Seats, ss ietaltie 3 Ta 
Expenditures— 
Out of current authorizations. -__.....................-..-. 1, 254, 472 3, 277, 058 5, 100, 000 
EE Seah rial, oo rchocccesnccnccensssufec edi lessees 222, 942 400, 000 
IN vin. inninn concnestnanindinepebteldtass 1, 254, 472 3, 500, 000 5, 500, 000 
Unobligated balance no longer available (expiring for obliga- 
IN oc SeaioM Socin htc ok ain elite pidnletinindbetipdonizna 08,08 4 ci sic ee Wedel. 
Obligated balance carried forward... ...............---.--.---- 223, 643 723, 643 1, 523, 648 
Total expenditures and balances. _..................---- 1, 540, 000 4, 223, 643 | 7, 023, 649 





Mr. Tomas. Put E-2 in the record. This covers “Salaries and 
expenses,” civil-defense functions of Federal agencies. 
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(E-2 is as follows :) 


Summary of programs 


S 
& 


Program by activities | 1956 


% 
s 


mas 


Allocation to Housing and Home Finance Agency 

Allocation to Department of Agriculture 

Allocation to Department of Commerce : 
Allocation to Department of Health, Education, and Welfare. 1, 240; 000 
Allocation to Department of the Interior 20, 
Allocation to Department of Justice 

Allocation/to Department of Labor 

Allocation to’ Post @ffi¢e: Department 


eee 


3 
3 | $22323335 


A 





Mr. Tuomas. This table shows salaries and expenses, civil-defense 
functions of Federal agencies, $6,300,000, and you will keep all that 
authority under your own agency. Do you agree with that? 

Mr. Pererson. I would disagree completely with the gentleman. 

Mr. Tuomas. All right. $350,000 for the Housing and Home 
Finance Agency. Maybe we will help you with that one. Commerce, 
$900,000; Agriculture, $600,000; Health, Education, and Welfare, 
$3,500,000; allocation to the Department of the Interior, $200,000; 
Justice, $100,000; Labor, $650,000; Post Office Department, $150,000. 
That is a total of $6,300,000. 


PROGRAM BY AGENCY 


Put in pages E-3 through E~-10. 
(The pages referred to are as follows:) 


Housing and Home Finance Agency 


Program by object class 


Tota] number of permanent positions- 
Average number of all employees. -- 
PVG Gi icncaseecscccgaccces 7 








a personal services 
Travel_- 
Transportation of things. - 
Communication services hires 
Printing.and reproduction. --___.-_- 
Other contractual services Soaks 
Services performed by other agencies. 
Supplies and materials 
Pn oho wm cil hike mi’ re : aaa aheieten 
Grants, subsidies, and contributions: Contribution to 
retirement fund eee a aac 
Taxes and assessments 


S& SSFES 
ar Biwr »F 
S32 285% 


— 
— 





- 
an 

oo 

Ss 


Total, Housing and Home Finance Agency---__...._-- 
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Department of Agriculture 


Program by object class 


Total number of permanent positions 
Average number of all employees 
Average salary 








Transportation of things 

Communication services 

Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Grants, subsidies, and contributions: Contribution to 
retirement fund 


ESRSSRER 


Total, Department of Agriculture 





Department of Commerce 


Program by object class 


Total number of permanent positions 

Average number of employees 16 68 
Average salary $7, 142, $6, 559 
Tota! personal services $126, 413 $454, 995. $715, 335 
02 Travel____._- Sueuislabetecbinuotedbbeacwhd 18, 145 51, 075 59, 825 
03 Transportation of things. 6, 975 2,750 
04 Communications services 3, 150 
05 10, 500 
06 Printing and reproduction 15, 900 
07 Other contractual services 7 2, 65E 35, 950 
08 Supplies and materials 2, 35 6, 870 
09 Equipment-.- 315 j 4, 000 
11 Grants, subsid ies, ‘and contributions: Contribution to 


retirement fund . peaches the spina 45, 400 
15 Taxes and assessments : Sata 


Total, Department of Commerce 
Unobligated balance no longer available 





Allocation 


Department of Health, Education, and Welfare 


! 
Program by object class 1956 


Total number of permanent positions - ae Se sated 151 
Average number of employees x 137 
Average salary ‘ ; $5, 147 
01 Total personal services $855, 540 $2, 040, 321 
Travel 126, 155 308, 040 
Transportation of things__--- acess ke a A a tl 10, 454 23 28, 400 
Communication services “ 8, 748 28, 460 
Rents and utility services 6, 636 12, 450 
Printing and reproduction " : 38, 616 107, 235 
Other contractual services 568, 139 
Supplies and materials 31, 5 74, 285 
Equipment b 94, 350 
Grants, subsidies, and contributions: Contribution to re- 

tirement fund_.__- einem 
Refunds, awards, and indemnities_ 
Taxes and assessments....... Ss asaidlinds niente inenen , 7, 220 


echenealataealamitaedial 
Total, Department of Health, Education, and Welfare -- 1, 214, 722 2, 340, 000 
Unobligated balance no longer available 25, 278 aiheaeiin 


2, 340, 000 


SRISRRSE 


ee 
anc = 
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Department of the Interior 


Program by object class 1956 


Total number of permanent positions. .............. 1 
Average number of all ceeyoee. science 
Average salary 3 


01 Total 
Trave 
C§ommenumabestions 66701608. o6.ccccc ccc ccecccccccscucccccses 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions: Contributions to 
retirement fund 
Taxes and assessments 


Total, Department of the Interior 
Unobligated balance no longer available. ..............--- aan 





Allocation 


Department of Justice 


Program by object class 


Total number of permanent positions. __. 
Average number of all employees. __.- nal 
Average salary 


od 
Ns 


S SSerses|s.. | 


01 Total personal services.....__- « ediviniaAlnnwedaiaiealeaednat ae mare 
02 Travel 

Communication serv ices__ 

Printing and reproduction 

Other contractual services _ _--- 

Supplies and materials 

Equipment. -__- 

Grants, subsidies, and contributions: Contribution to re- 

tirement fund...............-.. 


se 
s3p9 ©: 


» RY 


Total, Department of Justice........................- bapahghbtvomest | 


Department of Labor 





Program by object class 


Total number of permanent employees.......-...-----.--.--.- 12 
Average number of employees 
Average salary 


01 Total personal services... 


Communication services..............-- 

Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Grants, subsidies, and contributions: Contribution to 
retirement fund 

"TORO EG CORON sc. enn Rc darick wtiddlatnbtamedbeeuainn 


Total, Department of Labor 
Unobligated balance no longer available 





Allocation 





PELE LO TE SNEED te ee DTT SSN A. CN NT RCS TTI BA Re SRA tt 
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Post Office Department 








Program by object class 1956 1957 1958 
ee ee NN Ol soo. a dectctmtodticedscabenendieusuul $15, 000 $50, 000 
Se I OE SO oO sd Scilscn de ccunienabcdsecmisddbincsncwnnnTarh 35, 000 100, 000 
Tow; Post Omics Departmenticc: =... ....-..-.-..-...-}--..22- 2... . 50, 000 150. 000 


Mr. Tuomas. Let’s look at these “Other objects.”’ 


COST OF OTHER OBJECTS 


You have personnel costs of $11,406,000 and including other objects 
your total bill is $25 million. In other words, your other objects cost 
about $13.5 million. 

We like to see agencies stay within 10 to 15 percent for “Other ob- 
jects.”” A good many of them are under 15 percent; 1 or 2 will go 
around 16 or 16%. But this is the first one we have ever seen go about 
115 or 120 percent. Can you put your finger on 2 or 3 of these big 
items that justify such expenditures? One is your communications 
system. One is travel and one is printing and reproduction. One is 
other contractual services. That doesn’t take care of—where is your 
main item here for contribution to the retirement fund of $553,600? 
Is that your total contribution? 

Mr. HeFrre.Fincer. To the retirement fund? Yes, sir. 

Mr. Tuomas. For the whole agency? 

Mr. Starr. Yes, sir. 

Mr. Toomas. Why do you have these other big items here, printing 
and reproduction, for instance? We did a lot of printing this morning 
under some of these other items here. 

Mr. Srarr. I can take these by service, Mr. Chairman, and explain 
what service each of these objects are in. 


TRAVEL EXPENSE 


Mr. Tuomas. Let us take travel, $1,392,500. 

Mr. Starr. Planning staff, $57,000; education services, $352,000; 
operations control services, $149,000; technical advisory services, 
$150,000; field representation, $538,500; executive direction, $96,000; 
general administration, $50,000; total, $1,392,500. 

Mr. Tuomas. 1,879 people spending $1,392,500 for travel? How 
is that broken down between your central office and the field? 

Mr. Starr. $538,000, plus, in the field. 

Mr. THomas. $538,000 in the field. How much is that here in the 
District? 

Mr. Starr. I don’t have a breakdown between Washington and 
the field. 

Mr. Tuomas. That travel figure is considerable high; isn’t it? 

Mr. Starr. I might point out that the McCormack amendment, 
travel for students in the amount of $100,000 is included in education 
services travel request. 

Mr. Pererson. Mr. Chairman, ours is essentially an administering 
operation. We have to work with 48 States, 5 Territories, and in- 
numerable cities in the United States. We are somewhat in different 
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circumstances, I think, and operate in somewhat different cireum- 
stances than any other element of the Government except the military. 


M’CORMACK AMENDMENT ON STUDENT TRAVEL 


Mr. Tuomas. Read the McCormack amendment. What does it 
deal with? 
Mr. Starr. It deals with student travel. (Reading): 


Pusuiic Law 928, 84tTH ConaGress, CHAPTER 888, 2p Sesston, H. R. 10432 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection 201 (e) of the Federal Civil De- 
fense Act of 1950 (64 Stat. 1245), as amended, is amended by striking out the 
words “including the furnishing of subsistence and quarters for trainees and 
instructors subject to reimbursement on terms prescribed by the administrator’’ 
and substituting the following therefor: ‘‘including the payment of travel expenses, 
in accordance with the Travel Expenses Act of 1949, as amended, and the stand- 
ardized government travel regulations, and per diem allowances in lieu of sub- 
sistence for trainees in attendance or the furnishing of subsistence and quarters 
for trainees and instructors on terms prescribed by the administrator.” 

Sec. 2. There is hereby authorized to be appropriated not to exceed the sum of 
$100,000 annually for the purpose of carrying out the provisions of this Act. 

Approved August 2, 1956. 

Mr. Tuomas. I thought the Administrator said that no travel was 
allowed and no per diem—that the States paid that cost. 

Mr. Perprson. That is true up to this time. We have never had 
an appropriation, 

Mr. THomas. When did that pass? 

Mr. Pererson. Last year. 

Mr. Tuomas. How much do you have set up? 

Mr. Starr. $100,000. 

Mr. Tuomas. That goes under your training program, doesn’t it? 

Mr. Starr. Yes, sir. 

Mr. Tuomas. Your personnel jumps one-third and your travel 
jumps 100 percent. Let us go to the next one. 


COMMUNICATION SERVICES 


Communication service, $1.7 million last year to $2.8 million this 
year. 

Mr. Starr. $53,000 is postage; $2,353,000 is OCS communications 
network; $51,500 is field representation and $357,000 is general 
administration. 

Mr. Tuomas. What is the total for postage now? 

Mr. Starr. $357,000. 

Mr. Tuomas. Where is the rest of it? 

Mr. Starr. That is it: total $2,814,500. 

Mr. Tomas. I was not following you. I thought it was $357,000 
for postage alone. 

Mr. Starr. Total general administration—mostly postage. I can- 
not break that down. 

Mr. THomas. You are bound to have some telephone bills and 
Western Union in there far exceeding your stamp bill. What is your 
long-distance bill there? 

Mr. Starr. $94,000 of the increase is in mailing costs for the 
expanded program cost of the educational service. 
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Mr. THomas. What are your mailing costs throughout your agency? 
What part of that $2.8 million is for stamps? What part of it is for 
long-distance calls? What part for Western Union? 

Mr. Starr. We can give you the cost. of postage and TWX and 
toll calls, but we don’t have them broken down further. The total is 
$357,000. 

Mr. Toomas. What items make up $2.8 million? 

Mr, Starr. $53,000 in education services. 

Mr. THomas. What do you mean? Which one of your divisions 
gets that money? I am talking about what they are spending it for. 

Mr. Srarr. They are spending this for mailing. This is entirely a 
communications item. 

Mr. Tuomas. You have already given me $357,000? 

Mr. Srarr. Yes, sir; $357,000 in general administration for the 
general agency mailing, TWX, and toll calls. 

Mr. Tuomas. What other items besides mailing? You have 
$2,814,000. What is the other 2% million? 

Mr. Srarr. $2,353,000 in communications in OCS has to do with 
the warning network. 

Mr. Tuomas. You have a special item for that. 

Mr. Srarr. It is a 04 charge, sir. 

Mr. Tuomas. What is the long distance bill? 

Mr. Starr. Total of $357,000 for postage, TWX and toll calls. 
























RS SP LTE EA TET EIEN 


‘ Mr. THomas. What did you spend for this last year, $598,000? 

f Mr. Herrevrincer. No, sir. 

i Mr. Tuomas. What is the unexpended balance as of the Ist of 
January? 


| Mr. Starr. I don’t have the unexpended balance by object. class. 
; Mr. Tomas. Can you furnish it? 

Mr. Srarr. I can furnish it for the record. 

(The information is as follows:) 


Fiscat YEAR 1957 OpeRATIONS APPROPRIATION 
Obligations by object class as of Dec. 31, 1956 






Fiscal year 
1957 program 


Obligated Unobligated 








ee res Ger yates nit a dle ede dg oo dalbd _| $7,491,077 $3, 590, 864 $3, 900, 213 


























Nene ee ee nn nr eeu angucenitienseaiie 598, 000 282, 262 315, 738 
03 Transportation of things_-_...............---.--.-. See 79, 000 73, 105 5, 895 
04 Communication services..................-------.------.- 1, 709, 000 1, 708, 691 
05 Rents and utility services...............-........-......-- 77, 600 424, 884 —347, 284 
06 Printing and reproduction -_...............-- ee 1, 043, 000 466, 554 576, 446 
07 Other contractual services and services performed by 
Ne ee aL ts bhenen herded 581, 000 | 280, 683 300, 317 
08 Supplies and materials.................-..............-..- 569, 400 198, 790 370, 610 
Se a a cu cent sepeedd 162, 305 105, 363 56, 942 
12 Pensions, annuities, and insurance claims___.-..._-----_- 19, 361 10, 221 9, 140 
CN nL ceueoenwansuun sheen 21, 257 6, 434 14, 823 
I thE dh. Lib db ace eddadstbbneneglics GION Nani gqqudsccicn 6, 000 
EET ag! = de Re siedinihihion ea hee mites 12, 357, 000 7, 147, 851 5, 209, 149 
Allocation to Department of Health, Education, and Welfare- 203, 000 208, 538 —5, 538 
A in ot Ladd nod dad Liaankbeeuastenntoverans 12, 560, 000 7, 356, 389 5, 203, 611 
Comparative transfers to other accounts_......-.............- 3, 000, 000 2, 284, 059 715, 941 





I eee cabitheansyectnaeseuiondvesdnn 15, 560, 000 9, 640, 448 5, 919, 552 
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PRINTING AND REPRODUCTION 


Mr. THomas. What about your printing and _ reproduction, 
$2,645,500? What is that for? 

Mr. Starr. $2,584,000 is in the education program which is the 
printing that we were talking about. 

Mr. Tuomas. Is that what we went through this morning? 

Mr. HerretrinGer. This is a recapitulation. 

Mr. Tuomas. Is it a duplicate setup? 

Mr. Starr. Not a duplicate setup. 

Mr. Tuomas. Same items covered? 

Mr. Starr. These are the object class breakdown of all of the pro- 
grams which we have discussed this morning. Under ‘Education 
services” we break it down by program. 

Mr. Tuomas. Very clear. 


OTHER CONTRACTUAL SERVICES 


What about other contractual services here, $2,863,400 against 
$268,000? 

Mr. Starr. $2,050,000 was in the educational programs and the 
thing we discussed this morning; $360,000 is in the OCS. 

Mr. Tuomas. Did you say printing? 

Mr. Srarr. I am talking about contractual arrangements which we 
discussed this morning in the education services. 

Mr. Tuomas. I thought we got all that for free. 

Mr. Srarr. This is not the time, sir. This is contractual services. 

Mr. Tuomas. Production costs on radio and TV costs? 

Mr. Waener. For example, we have one-half hour on the Mutual 
network which costs $1,500 a week in production costs. That is the 
writing and producing of the dramatic program. 

Mr. Tuomas. Spell it out for us. You said production costs. 
What do you mean by that? What are the items? 

Mr. Wagener. Writing costs, cost of writing the scripts, producing 
and directing the show, the comlete package. 

Mr. Tuomas. Isn’t that the cost that you charged up to salaries? 

Mr. Waener. We do not do that, sir, with our own people. We 
contract with a firm of writers. 

Mr. Tuomas. That is what Mr. Yates asked you this morning 
about a press agent. You said you didn’t have any. 

Mr. Waaner. He asked about advertising agencies. 

Mr. Tuomas. What do you call these? 

Mr. Waaner. This is a writing firm. 

Mr, Yates. Might this writing firm be an advertising agency? 

Mr. Waaner. We do not have any contracts that are. I presume 
that there might be some in existence. 

Mr. Tuomas. Call them whatever you wish. Mr. Yates wanted 
to call them advertising firms and you say they are not. How much 
money are you spending with them? 

Mr. Srarr. $2,050,000 for all types of contracts. 

Mr. Tuomas. What did you spend last year with them? 

Mr. Wacner. The bulk of the increase is in reproducing these 
materials for the local radio and TV stations, and for local civil 
defense organizations. 
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Mr. Tuomas. You are making films and sending them to the 
stations? 

Mr. Waener. That is right. 

Mr, Tuomas. They run them free of cost? 

Mr. Waener. That is right. 

Mr. Tuomas. Break that down. How much do you pay the seript 
writers who are not salaried employees of yours? Do they go to 1 firm 
or 2 firms or half a dozen firms? What do you pay them per line, per 
hour, per show? 

_It is hard to get something out of you folks. I know you want to 
ive. 
. Mr. Waaner. We make an overall contract for the writing, the 
direction, producing of the show. In one case the Mutual. 

Mr. THomas. Who is that? Who is that unlucky man who got 
that contract? 

Mr. Waener. The Chuck Vincent firm. 

Mr. Tuomas. How much do you spend with him? How do you 
pick them out? 

Mr. Waaener. We spent $78,000 last year on the Mutual show, By 
the People, for production costs by contract. 

Mr. THomas. How many shows did he put on for you for the 
$78,000? 

Mr. WaaGner. 52 shows for the $78,000. 

Mr. Tuomas. How much money did you spend for reproduction? 
That is where your big money went. How many copies did you make 
to send to the various stations? 

Mr. Wagner. On this particular show, we have not yet reproduced 
it. _We anticipate reproducing it in fiscal 1958. It would cost us 
$145,000 next year for 52 weeks. 

Mr. Tuomas. What is the figure for reproduction? That would be 
about $65,000? 

Mr. WaaeneEr. About $65,000. 

Mr. Tuomas. Still a whole lot of money you don’t need—about 
$2 million. 

Mr. Waaener, That is one program. We have Stars for Defense 
on 1,800 stations, and several others. 

Mr. Tuomas. Pretty good coverage; no question about that. 

Could we cut this program back to say about $250,000? You had 
$268,000 last year. Would $250,000 satisfy you for this year? 

Mr. Waaner. No, sir. 

Mr. Tuomas. It wouldn’t meet the needs of the program? 

Mr. Waener. No, sir. The increased cost is the cost to send the 
program to the local stations. In other words, the Mutual program 
would be heard on about 270 stations. By sending it to other local 
stations not on the Mutual network we can get about 2,000 stations, 
and this is only 1 example. 

Mr. THomas, What about other contractual services performed by 
other agencies. They are really getting to you, $313,000 last year and 
$1,581,000 in 1958. You had better absorb those agencies. Who are 
they and what are they doing for you? 

Mr. Herre.Frincer. General Services Administration is the largest 
receiver of funds. 

Mr. THomas. What are they doing for you? 
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Mr. HeFFELFINGER. Renovating buildings and preparing classroom, 
spaces for our training schools. 

Mr. TxHomas.. Can’t you get them to do that out of the $120 million 
they get-every year? .Can’t they do it without making you contribute? 

Mr. HeFreLFINGER. They do not provide space for special areas. 
They provide space for those services common to all agencies. If you 
have a requirement for something peculiar to your agency, the agency 
has to produce those funds themselves. The staff college area func- 
tion is peculiar to this agency and GSA does not budget for it. 

Mr. Tuomas. That is a new rule to me. They pulled that out of 
the book on you. 

Mr. Prrerson. Time provided for us by the industry involved will 
be $21 million worth of free time. 

Mr. Tuomas. Mr. Governor, where do you get that information? 
We have been wrestling with that, trying to get $1 million worth of 
information, and you come up in a ‘split second with $22 million. 

Mr. Prererson. I thought we were getting the other side of the 
ledger in there, and I pulled that on you. That is a lot of free time 
the industry gives. 

Mr. Tuomas. I understand you have been very successful in getting 
them to put on the ograms. ‘Television stations, program sponsors, 
and most of the topflight stars of the country have participated. 

Mr. Prrrrson. Ip ‘hey have given a lot to us. I am sorry we have 
not provided the information a little more freely and quickly. 

Mr. Tuomas. It is pretty hard for you to have all this information. 





















PERSONAL SERVICES 





Mr. Yares. Your proposed staffing chart for 1958 shows the total 
number of positions as 1,879 which is in agreement with the state- 
ment appearing on A-2, the green sheet; but the amount requested 
is different. On the proposed staffing chart it is $12,342,377; on the 
green sheet it is $11,406,000. Why the difference? 

Mr. Starr. The difference is lapse. 

Mr. Yates. You have a chart of your operation for 1957? 
for 1958. 

Mr. Herrevrincer. Not with us. 

Mr. Yates. The chart would show operations with 1,200 employees: 
How many do you have at the present time? 

Mr. Perrrson. 1,092. 







This is 


















SUPERGRADE POSITIONS 





Mr. Yarss. Do you have supergrades set up in the chart for 1958? 

Mr. Herre.FinGer. Yes, we do, sir, 18 supergrades. 

Mr. Yates. Why do you need a GS-17 for congressional relations? 
Is this more important than the survival program? The survival 
project head is only grade 15 and the congressional relations is a 17. 

Mr. Prrmrson. We would not want to be the first to in anywise 
downgrade the importance of Congress, sir. 

Mr. Yares. I am grateful for the compliment paid us. 

Mr. Peterson. I think your question is well taken. It has a good 
point. I will reexamine the matter. 

Mr. Yates. I do not know of any agency, that we have examined 
at least, that has as many supergrades as yours. As a matter of fact, 
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we have been working with some that have been trying to get super- 

ades, and they told us they haven’t been able to get them from the 

ivil Service Commission. We must congratulate you upon your 
agent who is able to get them from the Civil Service Commission. 

Mr. Prererson. I appreciate that compliment, but a gentleman by 
the name of Millard Caldwell, former Governor of the State of Florida 
and former distinguished member of this committee, got those super- 
grades before I came on Board. He got them in 1951 when this 
country was going to war. He got 22, and we only have 18 now, so 
we have slipped a little bit. 


DISASTER RELIEF, EXECUTIVE OFFICE OF THE 
PRESIDENT 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 

1, Administration. - . ‘ Se hh a Th Reha ded id Sis ecu $415, 151 $435, 927 $463, 000 

2. Grants of disaster affected areas__.....................- 15, 013, 599 18, 341, 218 19, 537, 000 

Total obligations... __.........-_- ate 15, 428, 750 18, 777, 145 20, 000, 000 
Financing: 

Unobligated balance brought forward ad —9, 705, 895 | —22, 777,145 | —10, 000, 000 

Unobligated balance carried forward_..-_................- 22, 777, 145 3G; 008, O90 fo... 212... 


OT akin nab he Be deahied bon dansssbouh<ernes 28, 500, 000 6, 000, 000 10, 000, 000 


Obligations by objects 


| 
1956 actual 1957 estimate | 1958 estimate 


} 


ALLOCATION TO FEDERAL CIVIL DEFENSE ADMINISTRATION 


Seo emma 


Total number of permanent positions__.............-. 
Full-time equivalent of all other positions ene 
Average number of all employees. .................-..--..-.-- 
Number of employees at end of year............-......-.--.. 





Average salary and grades: 
General schedule grades: 
Te. occhctmeminibia tinea ; 
Pah ntddcds- sak iccbdncessdnguhitbes 


Personal services: 

Permanent positions 

Positions other than permanent 

Regular pay above 52-week base 

Payment above basic rates 

Total personal services 252, 572 

I A ti tial olla aenlnamenhiticdciedd bieataninhteiktenbl , 76 76, 972 
"Tremeportation Of Giings...u........20<20-ccncc. ce Seca 2,5 3, 675 
Communication services 58, 400 60, 982 
Rents and utility services 1,377 2, 982 
Printing and reproduction 25 25 
i ee eee eee eee 11,179 13, 692 

Services performed by other agencies 4, 224 6, 872 
Supplies and equipment 9, 026 11, 691 
Equipment 1, 156 2, 604 
Grants, subsidies, and contributions 15, 013, 599 18, 341, 218 

Contribution to retirement fund 
Pensions, annuities, and insurance claims 
ey ln cn inunecdstnsbobennepeanntiies 


Total obligations 


HSS SRRRSS 


ce 
one 
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Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation $28, 500, 000 $6, 000, 000 $10, 000, 000 
Balance brought forward: 
Unobligated 9, 705, 895 22,777, 145 10, 000, 000 
Obligated 6, 483, 148 6, 490, 880 9, 268, 025 
Total budget authorizations available 44, 689, 043 35, 268, 025 29, 268, 025 





EXPENDITURES AND BALANCES 


et yn HS 
ut of current authorizations... .................--.<<---- ‘ 
Out of prior authorizations } 15, 421, 018 { 


Total expenditures 15, 421, 018 16, 000, 000 
Balance carried forward: 
Unobligated 22, 777, 145 
Obligated 6, 490, 880 


Total expenditures and balances 44, 689, 043 | 35, 268, 025 ! 


16, 000, 000 


Mr. Yates. I think you have done a pretty good job. What is 
the unexpended balance, as of January 31, in the disaster relief fund? 

Mr. Srarr. For the disaster appropriation, $13,500,000. 

Mr. Yates. How much of that is unexpended from 1956? 

Mr. Starr. No-year money, sir. That last appropriation was $25 
million. 

Mr. Yates. You want a carryover of how much? 

Mr. Starr. We are asking for 10 more. There is no way you can 
estimate disasters. 

Mr. Pretrerson. You can estimate it this way, Congressman Yates. 
We have averaged about $19 million a year expenditures from this 
fund since we had it in the last 4 years. That includes $31 million 
that the Congress made available through the Corps of Engineers, 
because otherwise we would have had to call a special session. That 
happened a year ago. So we are running about $19 million a year. 
We should have about $20 million or $25 million in the till all the time, 
if we can. 

LIST OF NATURAL DISASTERS 


Mr. Yates. That chart should be put in the record at this point. 
I think the table that appears on pages G4 and G-—5 should appear in 
the record to show where the moneys have been used in the past and 
where they are likely to be used, and the purposes for which they 
are used. 

(The chart is as follows:) 


Justification of estimate 
Disaster relief (estimate, fiscal year 1958) $10, 000, 000 
GENERAL STATEMENT 


The disaster-relief program furnishes: 

1. Means of assistance to State and local governments to relieve the suffering 
and damage which results from major natural disasters. 

2. Assistance to State and local organizations in developing plans to meet 
major disasters. 

3. A coordinated means of immediate assistance when a disaster occurs. 








652 










4. Financial assistance for necessary emergency protection needs, public-health 
measures, emergency repair and temporary replacement of essential public facili- 
ties, temporary housing, and other funds as required by the nature of the disaster. 










NATURAL DISASTERS 


The following is a list of the major natural disasters for which funds were allo- 
eated by the President since the inception of the program under Public Law 875: 
















State Type Total alloca- 
tion to State 





























. NR SS Oh odes ce nh tee ee as qeein a Es a an eamwgdecnbiosoaneeh eaten $10, 087, 000 
I Schl obuhdivint ott ddcitedueh eanggcditd MM kebab oh hl ttints cle ehstin di, ately iadae dadde anichll 107, 000 
CE AREER ie ese: peereeme ame Goed ==. :. 2-55. ee 1, 156, 000 
ee eet UR S320 SE 3- so ccsoSece ee tae eae 367, 000 
a al a ili Oka hill Es a ounce te cee ee tad 325, 000 
tas. 0a at. Se Bree tena enek ne Pe sre cccsteriececscccscdeced ote ek 
kth ines Gib is akan Onn emo edn deka enng 000 
a ee mene NNO 58-5 oat ron eon, seen ne eee 1, 003, 000 
cdl cratchemnsesiioinhannnionreunoeanee Tornado, flood, and hurricane_._...........- 4, 000, 000 
Michigan.._._- ie tecinserctehcl scarce enpatnacaiel I esbcanuscncecnecad sae aabeomasie 302, 000 
DENN. gn. un ----- laa as a eed nec nntienicdelighcnimipeinemm sania 164, 000 
; Sieneneet 2. 416 De, 2 WM 0h LL Aig LiL id cade 305, 000 
SE a es a PE pe EO. ear raat boa 795, 000 
; ge NESE Ts A EL Ree ee eNO WO bok dt dpeeeddectiarabivdwssach 150, 000 
§ poew Sareey...... 63630) C36. 25 Lk. dissecnad Pegi ao 5% tins bh nscde acct ws 4 be ig vob wa Cemrgni ee 100, 000 
Ne ee ied. wench onteeil do ‘pamaee eee ' 


















Cen aie I eRe epee ck, LAS dod 000 

int tumncusncoasahemeeies pkecoeonere Si sisisesdeasidlibas hile riieinithinriiatesen tieshneidcanilieininels vitaanss 1,,480, 000 

IID once nonccasaubttsdtin beubuinaths WOOT Gulia i. dissud ecb as 1, 462, 000 

Rhode Island_____- getiewitciealin AitD Bidbaiees Flood and hurricane.----.-_..-- , 1, 906, 000 

ne AR SE ee occecy MRUETIOMENDL cag ebkeluee cst atu 1, 150, 000 

eae epee acne amen pee . Flood __- sacrcednseiaiiininlsdetnes tomate ihe 33, 000 

t 5 Sa eee sess tihas sini TIL. in. ocnctuneombeanseseaten 1, 275, 000 
i Weeee UU oS Ul. hw ih PeOeG Billion Lk Ae a 250, 000 
i I Ss a i Ta 61, 000 
f Dee TT ee eee nee ee ee alma UG nnn ss Sew dkbE LL Gl chivcatidea dak 65, 000 
$ Hawaii____.__..- dabei bbidds S¢5< debebio4e-< aay Citak s decid oni cigoedsensdousee i 100, 000 
; ea Hurricane..........:.. a Sabaaien 3, 675, 000 
Transfers to other Government agencies !_._.}_...............--.--------...-- paid 3368S de 6, 434, 000 


5 Disaster assistance to various States. 





DETAIL OF REQUIREMENTS 







Ten million dollars is requested for fiscal year 1958 to bring the corpus of the 
disaster relief appropriation up to approximately $25 million. Experience 
shows that a corpus of this amount is needed to cope with unforeseen disasters. 
Norn.—$31 million was appropriated under Public Law 875 directly to the 
Department of the Army Corps of Engineers for assistance in the Northeastern 


floods’ of 1955. 
| Mr. Yates. What is the purpose of the new language that you are 
requesting on page G-1? 
@ Mr. Starr. There is nothing new. It is the same thing as we had 
last year. The language changed last year. 
Mr. THomas. What about the limitation on your administrative 
expenses? 
Mr. Osrerrac. Referring to the disaster relief fund, Governor, 
what is the unexpended balance and what new money is requested? 
Mr. Starr. $10 million new money requested, page G-2, sir. 
Mr. OstertaG. There is an ema jended balance, or unobligated 
balance of $10 million; is that right? 
Mr. Starr. $12,621,004 at this time. 
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Mr. Ostertac. What will be the total amount available? 
Mr. Herrevrinasr. $23 million. 
Mr. Tuomas. If there is a bad flood, you will need $30 million. 
Mr. Perrerson. We are spending a lot of money in Kentucky and 
West Virginia now. These things keep happening all the time. I 
just was going to make a very brief statement about this fund. 
This is some of the best money the Government spends. We bring 
relief and help to people all over the United States that are suffering. 
Mr. Tuomas. No question about that. We agree with you. I 
think that the public likes this program. 












INSTRUMENTS 





RADIOLOGICAL DETECTION 








Mr. Ostertagc. Chairman Thomas brought out, Governor, this 
matter of utilization or the question involving these supplies that are 
in existence, particularly the monitoring detection devices and dosim- 
eters and so on. Are we to understand that there will be new devel- 
opments in this line and what we have is about to be obsolete? 

Mr. Prererson. I have no such understanding. I think it is just 
a hope that scientists will develop better instruments as time goes on 
but we have no intimations of any kind in that area. 

Mr. GaLuacHER. We think the instruments we are procuring, Mr. 
Ostertag, are very good instruments. I think the industry concedes 
that they are, too. Nevertheless, we are going to move to improve 
them. For example, we are going to try to lessen the battery require- 
ment by putting transistors in these instruments. 

Mr. Ostrertaa. Do you have figures as to the total inventory of such 
instruments? 

Mr. GauiacuER. As of December 31, 164,898. 

Mr. Ostrerraac. According to your program, Governor, and.I am 
sure that it has been a part of your training program to make these 
instruments available to various organizations and communities. 

To what extent have they been used in that direction on the training 
and education program? 

Mr. Perrerson. This program is moving along very nicely. We 
have shipped thousands of them out and I will ask Mr. Gallagher to 
give the Rear the numbers of thousands we have sent out to the 
States. We are sending them out as rapidly as we felt that States have 
capability to use the instruments in a proper manner. We havea dual 
problem here, a problem of getting the instruments out and a problem 
of training people to handle them. We don’t want them out in com- 
munities if they are just going to stand there. 

We have put out large numbers of them but in our judgment we 
need to put many many more than we have out at the present time. 

Mr. Ostertaa. I was leading up to that as to your inventory and 
the numbers already used or have been distributed for training and 
educational purposes in accordance with the amendment that this 
committee added to your appropriations bill some 2 years ago. You 
are familiar with that, aren’t you, Mr. Chairman? 

Mr. GaLuaGHeERr. It is difficult to talk about instruments in total. 
There are different varieties. We have the rate measuring instru- 
ments. In round figures we have had delivered up to December 31, 
those are the so-called, 700’s, 710’s, 720’s, about 36,000 instruments. 
Of that number we have requests from the States for this type of 
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instrument, this is exclusive of dosimeters, which runs to larger 
numbers. We have requests from the States for about 23,000 of these. 

Mr. Tuomas. How many were shipped out to the States? 

Mr. GatiacHEr. About 13,000. We are behind on our shipments. 

Mr. Tuomas. Do you give them to the States. Do they return 
them to you? 

Mr. Prererson. No, sir; we give them to them for training purposes. 

Mr. Ostprtac. On the question of the number that have been 
distributed for training and education purposes, on a grant basis, in 
accordance with the provisions of the law, and with a large inventory, 
these instruments will not be of much use or value in the warehouse 
or in a stockpile. Would you care to comment, Governor, on whether 
or not this law—this provision should be amended to get a wider 
distribution both from the standpoint of its utilization for training 
and also availability to our communities in case of need? 

Mr. Prererson. We think that the law should be amended to pro- 
vide that in a period of tension or emergency we would be authorized 
to distribute these clear across the United States so they could be 
put to use immediately. 

Mr. OstertaGc. Would it not be too late then? 

Mr. Prerrerson. Let me put it this way: we would have discretion 
in law to do this when we think it is necessary in addition and above 
training purposes. Such an amendment is coming up from the 
Administration, as a matter of fact, and I also understand you have 
introduced a bill that would give us authority in this same direction. 
j I have read the—not the bill—but a statement regarding the bill and 
| certainly, as Administrator, I am heartily in favor of it. 
k 
































PATRI EER ROE CTE 


Mr. Ostertaa. I am wondering whether or not we should consider 
amending this appropriation bill in accordance with the general idea 
of the problem that the Governor has just described. 


MEDICAL SUPPLIES 


In connection with medical supplies, are we to understand that this 
total inventory of medical supplies throughout the country, which 
have been warehoused and are now available, that all but certain 
types, that is these antibiotics and plasma, are perishable anyway, 
and that they retain their life and are usable indefinitely? Is that 
correct, sir? 

Dr. Wuirney. That is correct, sir. 

Mr. Ostertac. What is your total inventory today? 

Dr. Wurrney. $153 million as of December 31. 

Mr. Ostertac. What is the total inventory of medicines or supplies 
} that lose their life and would have to be replaced? 
i Dr. Wuirney. $9 million. 
Mr. Prrerson. Plus plasma. 

Dr. Wuirneny. 22 percent of the $9,000,000 is presently under 
rotation. 

















DISTRIBUTION PROGRAM FOR MEDICAL SUPPLIES 





Mr. OstertaGc. What is your general plan or system for the utili- 
zation of these tremendous supplies if the bell rings and an emergency 
arises? ls there any orderly system for distribution and responsibility 
in this matter or is that something that is being developed? 






655 


Dr. Wuitney. General Duplantis will want to supplement my 
remarks. 

There is a system that takes care of 40 separate locations throughout 
the country. The supply office which is under organization and con- 
trol of General Duplantis can give you further details as to this system. 

Mr. Duptantis. The warehousing system which has been pre- 
scribed to accomplish the distribution which you indicate is‘based on 
these general lines: there are very small warehouses, extremely close 
to the critical target cities in which the immediate emergency require- 
ments are warehoused. These are called the direct-support ware- 
houses. Now, farther away from the target cities and in areas less 
likely to be hit are the larger warehouses called the area-support 
warehouses. The first type would normally be about 10,000 square 
feet. In the second type, the area support, they will run up to 30,000 
to 50,000 square feet. 

Now the supplies in the area warehouses will be used to reinforce 
the direct-support warehouses. 

We have the third and larger qualification which is well back and 
in a general area, say, for the entire western portion of the United 
States which is a general-support warehouse and these will be ware- 
houses from 200,000 to 500,000 square feet. The supply stockpile 
there will reinforce the direct support which in turn reinforces the area 
"eee which in turn reinforces the direct support. 

t is a supply system very comparable to the military supply system. 
This little picture may give you the idea of what I have been trying to 
explain. Where San Francisco is taken as a critical target area, there 
are small warehouses immediately adjacent to it. They are the direct 
support. We have area support 200 to 400 miles away; then the 
general reserve which would be located—our present concept is in 
the area of Clearfield—where there is a major installation. 

Mr. Ostrertaa. Like all other aspects of our defense, if the bell 
rings and an emergency arises, you will have no time from that time 
on to plan anything. It would be a case of an orderly system of 
getting these supplies to wherever they might be needed and properly 
constituted authority or jurisdiction in the handling of it? Has that 
been worked out? 

Mr. Dup.antis. Yes, sir. 


RESEARCH PROGRAM 


Mr. OstertaG. One more area I would like to have a little more 
clarification on. That has to do with research. Governor, would 
you say that your research is primarily basic research rather thao 
applied? 

Mr. Peterson. Most of it is applied research. 

Mr. Ostertac. The military are spending tremendous sums in 
research and development. In addition, outside of Government, the 
country is spending perhaps on an average of $2.5 to $3 billion a year 
in research in industry. Is there any area of research here, Governor, 
that might be duplication or perhaps overlapping that of the Atomic 
Energy Commission or the research of the military services or other 
governmental agencies? 

Mr. Pererson. I think not, Congressman Ostertag, because we 
try our very best to maintain our relationship with other agencies so 
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that we know what they are doing and we know what they are trying 
to do. I think we touch base with all of them. I am going to ask 
Mr. Quindlen 

Mr. OstrertaGc. What I want to know is whether or not there.is an 
area of relationship between the Civil Defense Administration and let 
us say, the Atomic Energy Commission and the military in their 
studies with regard to radioactivity and all other aspects of fallout 
and any other related matters that would be part of the Civil Defense 
concern. 

Mr. Pererson. Our relationships are very close. I think they are 
airtight. 

Mr. Osrertac. How do you coordinate such studies? I might 
point out to you that at one time not too long ago, the Defense 
Department created. the position.of Assistant Secretary for ,Research 
and Development in order to coordinate to some extent the activities 
of research and development in all the branches of the military. 
How is your research activities coordinated with AEC activities in this 
field and the Defense Department and other agencies? I might say 
in passing, too, that as a member of this committee, I visited this naval 
laboratory near San Francisco recently and I was apprised of many 
of the things they are doing in this field in cooperation with Civil 
Defense Administration, 

Mr. Prererson. Well, we maintain liaison people with AEC, with 
the Department of Defense. They do with us. Then we simply 
have to do spadework. We have to dig, have to find out by going 
around and asking. We don’t dare trust formal contacts. We dig 
to find out what other people are doing and we tell them what we are 
doing. We also get a deal of our information, I think it is fair to say, 
through our contacts with the National Academy of Science and 
through certain scientific circles and contractors and others. We find 
out what other people are doing throughout the United States. 


EFFECT OF PROPOSED LEGISLATION 


Mr. OstertTAG. Just one more general subject, Governor. There 
is the question of whether the proposed legislation or contemplated 
legislation to reestablish the Civil Defense Administration activities 
here in the United States will have any bearing on this budget and 
your general plans to any measurable effect? 

Mr. Peterson. I mentioned earlier in the day that the administra- 
tion would be sending up some legislative proposals in the next few 
days—I do not know just how soon—but quite shortly. They may 
create some expenditures, some requirements above and beyond what 
are included in this budget here. Then there is also the matter of the 
shelter program being considered. I do not know whether that will 
be approved at all or whether it will be sent up during this session, if 
it is approved, This budget covers completely the operations as we 
are presently authorized to carry them out under law and as we are 
presently working on them. 

Mr. Osrertaa. I was thinking in terms of contemplated changes 
in the law which might affect your plans and your program. How- 
ever, I am sure you would be unwise to request funds for activities 
and programs for which no authorization by law exists? 
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Mr. Prererson. We have tried to foresee in the preparation of this 
budget changes that may come about and have tried to adjust our 
general operational scheme to such changes if they do come. 













ON CIVIL DEFENSE 





EFFECT OF ATOMIC WARFARE 









Mr. OsrmrtaaG. Since the development of the atomic weapons and 
since the great overall danger, primarily centers around the potential 
use of atomic weapons, has that changed the whole concept of civil 
defense insofar as its application and effect is concerned and does 
that make it primarily a national responsibility and changes our 
whole approach toward meeting this problem or responsibility? 
.Mr. Pererson. A matter of degree, Congressman. I think it has 
shifted the emphasis. When you develop weapons that one detena- 
tion can involve parts of 3 States and I think it is 16 or 17 counties, 
those 3 States and 39 cities of over 10,000, you have created a situation 
where State boundaries and municipal boundaries are meaningless. 
This is part of national defense in the broadest sense and national 
security. Unquestionably it is having the effect that you indicated. 






















LIMITATION 





DISASTER RELIEF ADMINISTRATIVE EXPENSE 









Mr. THomas. On the disaster relief fund, are not the administrative 
expenses in excess of the 3-percent limitation? Travel, $77,000; com- 
munications, $50,000; other contractual services, $11,000; what is 3 
percent of $10 million? 

Mr. Starr. That is figured on, the total obligations. 

Mr. THomas (reading): 

Provided, That not to exceed 3 per centum of the foregoing amount shall be avail- 
able for administrative expenses. 
That means the amount appropriated. 

Mr. Starr. We have not exceeded over 3 percent of the expenditures. 

Mr. THomas. What about 3 percent of what you spent? What is 
3 percent of $10 million? 

Mr. Starr. $300,000. 

Mr. Tuomas. You show $290,000 for salaries alone in 1958 so you 
exceed 3 percent. 

Mr. Perrerson. We can’t exceed it. 

Mr. Tuomas. But you did, though. Three percent of $10 million 
is. what? 

Mr. Peterson. $300,000. 

Mr. Tuomas. You have travel costs alone of $77,000. You have 
exceeded it by another 10 percent. 

Mr. Starr. Mr. Chairman, we have estimated expenditures in this 
fund on the top of the page in the amount of $20 million for 1958. 

Mr. Tuomas. Then the limitation is on expenditures and not on 
the amount appropriated. Three percent of your expenditures. 

I would like to say on behalf of the committee that we admire 
Governor Peterson for his fine character and his outstanding efforts 
on behalf of civil defense. He is a tireless worker and he has advanced 
civil defense more than all of us put together. Good luck and best 
wishes to you for all time, Governor. 
Come back and see us any time. 
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Tuurspay, Fesruary 7, 1957. 


SECURITIES AND EXCHANGE COMMISSION 


WITNESSES 


J. SINCLAIR ARMSTRONG, CHAIRMAN 
HAROLD C. PATTERSON, COMMISSIONER 
EARL F. HASTINGS, COMMISSIONER 
JAMES C. SARGENT, COMMISSIONER 
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DOWNEY ORRICK 


ALBERT EK. SCHEIDENHELM, EXECUTIVE DIRECTOR 
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F. BOURNE UPHAM III, ASSISTANT EXECUTIVE DIRECTOR 
THOMAS G. MEEKER, GENERAL COUNSEL 


BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 
FINANCE 


RAY GARRETT, JR., DIRECTOR, DIVISION OF CORPORATE REGU- 
LATION 


PHILIP A. LOOMIS, JR., DIRECTOR, DIVISION OF TRADING AND 
EXCHANGES 


ANDREW BARR, CHIEF ACCOUNTANT 


LEONARD HELFENSTEIN, DIRECTOR OF THE OFFICE OF OPINION 
WRITING 


THOMAS B. HART, REGIONAL ADMINISTRATOR, CHICAGO REGION 


WILLIAM D. MORAN, ASSISTANT REGIONAL ADMINISTRATOR, 
NEW YORK REGION 


FRANK J. DONATY, BUDGET AND FISCAL OFFICER 
WILLIAM E. BECKER, DIRECTOR OF PERSONNEL 
JAMES HINDLE, RECORDS AND SERVICE OFFICER 


SALARIES AND EXPENSES 


Program and financing 


1956 actual | 1957 estimate 1958 estimate 


Payee by activities: 
. Full disclosure provisions $1, 303, 636 $1, 385, 900 $1, 733, 000 
. Prevention and suppression of fraud 1, 833, 821 2, 070, 000 2, 745, 000 
. Supervision and regulation of securities markets_- 314, 134 332, 600 359, 000 
. Regulation of investment and public utility holding 
433, 275 454, 500 565, 000 


\ Corporate reorganizations . 147, 700 184, 000 
. Operational and business statistics 181, 700 241, 000 
. Executive and staff functions 580, 657, 300 , 

. Administrative services , 030 | 519, 300 579, 000 


Total obligations 5, 276, 725 | 5, 749, 000 7, 178, 000 
Financing: Unobligated balance no longer available 1, 275 | 





| [A tnecbatilelediensibaie 
Appropriation | 5, 278, 000 | 5, 749, 000 7, 178, 000 
} 
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Obligations by objects 


1956 actual | 1957 estimate 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary , $6, 
Average grade . GS-88 GS-8.7 


01 Personal services: 
Permanent positions $4, = 415 $5, 140, 150 $5, 953, 501 
Positions other than permanent 7, 211 41, 049 
Regular pay above 52-week base 18,017 
Payment above basic rates 6, 210 
Other payments for personal services..............--.- 2, 387 


Total personal services 4, 735, 240 5, 189, 000 
Travel 156, 344 197, 500 
Transportation of things 3, 452 5, 100 
Communication services 119, 136 126, 300 
Rents and utility services 12, 480 12, 400 
Printing and reproduction 93, 292 55, 400 
Other contractual services * 572 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions: 

Contributions to retirement fund 
Refunds, awards, and indemnities 
Taxes and assessments 


Total obligations , 276, 5, 749, 000 


Budget authorizations, ewpenditures and balances 


1956 actual 1957 estimate | 1958 estimate 





| 
BUDGET AUTHORIZATIONS AVAILABLE 


SIRT namo Sakieeee $5, 278, 000 $5, 749, 000 $7, 178, 000 
Obligated balance brought “forward.. 274, 273 323, 670 340, 000 


Total budget authorizations available 5, 552, 273 6, 072, 670 7, 518, 000 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 4, 954, 656 5, 409, 000 
Out of prior authorizations 256, 513 323, 670 

Total expenditures ; §, 211, 169 5, 732, 670 

Balance no longer available: 

Unobligated Cupaens for obligation) _- Lech iad 1, 376 1... 
Other. ; : 16, 159 | 
323, 670 


5, 552,273 | 6, 072, 670 | 





Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us this morning the Securities and Exchange Com- 
mission. It is certainly nice to have with us again our many friends 
and our very genial and affable friend, Chairman Armstrong; Com- 
missioner Patterson; Commissioner Hastings; Commissioner Sargent; 
Mr. Scheidenhelm, executive director; Mr. Uriell, executive assistant 
to the Chairman; Mr. U pham, the assistant executive director; Mr. 
Meeker, the General Counsel; Mr. Woodside, Director of Corpora- 
tion Finance. Where is Judge Woodside? Oh, yes, nice to see you. 

And Mr. Garrett, Director of Corporate Regulation; Mr. Loomis, 
Director of Trading ‘and Exchanges; Mr. Barr, Chief Accountant; Mr. 








660 













Helfenstein, opinion writing. Where is this opinion writer? Nice to 
see you. We want to get close to you. We may want you to write 
| 






some for us. 

We have Mr. Hart, the regional administrator for the Chicago 
region. 

Where is Mr. Windels? 

Mr. Armstrone. Mr. Chairman, he is trying a very important case 
in New York today and could not be here. Mr. William D. Moran, 
assistant regional administrator for the New York region, is here. 

Mr. Tuomas. Nice to see you, Mr. Moran. Welcome aboard. 

And Mr. Donaty, the budget and fiscal officer. 

Mr. Armstrona. Mr. Chairman, I might say Mr. Donaty is here 
for the first time because Mr. Riordan, who was our budget and fiscal 
officer for some time, reached retirement age. 

Mr. Tuomas. We will have to initiate him. Does he know his 
figures yet? 

Mr. Armstrona. We do not want to make him think he is as good as 
) Mr. Riordan yet, but we believe he knows his figures. 
' 


















Mr. Tuomas. And we have Mr. Becker, the Director of Personnel, 
and Mr. Hindle, the records and service officer. 
Did we overlook anybody? 
: Mr. Armstronc. Commissioner Orrick is in Denver today in our 
regional office. He is making a talk before the Western Mining 
Conference on the financing of mining companies, in which we are 










' very deeply interested. Mr. Richard Walden, Commissioner Orrick’s 
; legal assistant, is here. 
' Mr. Tuomas. Nice to see you. 
' + i r 7 ~ . . + 
Mr. Chairman, do you or any of your colleagues have a statement 





for us? 

Mr. Armstrona. Yes; we have. 

Mr. THomas. We have looked over your justifications with some 
little care, and it is hard for me to believe—I do not want to question 
your figure—but public financing jumped from $7.5 billion to $13.5 
billion. That is phenomenal, is it not? 

Mr. ArMstroNG. Yes, indeed; it is. 

Mr. Tuomas. Of course if that figure jumps that much, it means 
your workload will jump. 
Mr. Armstrona. Yes. 
Mr. Tuomas. Go ahead. 













GENERAL STATEMENT 











Mr. Armstrona. I would suggest, rather than read the prepared 
statement, which has a number of figures in it, it would be appropriate 
to insert it in the record. 

Mr. Tuomas. We will insert it in the record. 
(The statement referred to is as follows:) 









STATEMENT OF CHAIRMAN J. SINCLAIR ARMSTRONG 






The President has recommended an appropriation of $7,178,000 for the Securi- 
ties and Exchange Commission for 1958 fiscal year, which involves a total increase 
of $1,429,000 over the appropriation of $5,749,000 for the current fiscal year, 
The figure of $1,429,000 includes $370,600 representing the Commission’s con- 
tribution to the civil service retirement fund, and $1,058,400 to finance the cost 
of our accelerated enforcement program. All items of increase are listed in column 











661 


4 of the table following page 3 of the justifications. Also, the justifications 
explain, in detail, the necessity for each item of increase, and describe the work 
of each division and office. I shall not attempt to cover the work of each organ- 
izational unit in this statement, but I should:like to mention some of the cirewm- 
stances which have brought about a substantial increase in the Commission’s 
workload and to cover some of the more important phases of our work. 


Organization of the Commission 


It may be well to briefly outline our organization. In the central office, there 
are three operating Divisions: the Division of Corporation Finance, the Division 
of Trading and Exchanges, and the Division of Corporate Regulation. In addi- 
tion, we have the Office of the Chief Accountant, the Office of the General Counsel, 
and the Division of Administrative Management. There are also two other small 
offices, the Office of Hearing Examiners and the Office of Opinion Writing, both 
of which report to the Commission. Then there are 9 regional offices and 5 branch 
offices. Among other duties, the staff of the regional offices conduct the investi- 
gations and inquiries necessary for the Commission’s enforcement program. They 
also appear in Federal courts in chapter X cases; and conduct broke-dealer 
inspections. 

The Commission operates under a continuing policy of review of its organiza- 
tion and functions in order that its responsibilities may be discharged as efficiently 
and economically as possible. Under this policy, management studies were made 
of all of the Commission’s major divisions in Washington, and the New York 
Regional Office during the fiscal year 1956. The principal realinements of func- 
tions and personnel approved by the Commission pursuant to this self-evaluation 
program were as follows: 

(a) The Division of Corporate Regulation formerly had 3 operating units, 2 of 
which handled the Division’s work under the Publie Utility Holding Company 
Act of 1935. The work is now concentrated in one Branch of Public Utility 
Regulation. The other operating unit, the Branch of Investment Companies, 
will continue to handle the Division’s work under the Investment Company Act 
of 1940. An Office of Special Studies and Administration was created to replace 
the Branch of Special Studies, thus concentrating in one branch the general 
analytical, financial, economic, and administrative functions of the Division. The 
newly created Office of Chief Counsel in the Division of Corporate Regulation will 
be responsible for legal advice to the Division as well as for the Division’s work 
under chapter X of the Bankruptey Act. This realinement of functions and 
personnel became effective June 1, 1956. 

(b) The Division of Administrative Management formerly consisted of the 
Branches.of Personnel, Budget and Finance, Records, and Service. Effective 
June 1, 1956, the two latter branches were combined into one Branch of Records 
and Service. 

(c) Effective June 25, 1956, the functions and personnel of the Division of 
Trading and Exchanges were realined to a minor extent. The Section of Enforce- 
ment was reconstituted and given immediate supervision over three component 
units each performing related functions. Similarly, the Section of Economic 
Research was reconstituted to provide for three units each responsible for a broad 
area of the Commission’s statistical program. These changes were designed to 
improve the flow of work with the Division. 

(d) The table of organization of the Office of the General Counsel formerly 
provided for a General Counsel, an Associate General Counsel and an Assistant 
General Counsel. Effective June 27, 1956, two additional Assistant General 
Counsel positions were created. The Associate General Counsel position, which 
had been vacant, was filled by promotion, as were the resulting three Assistant 
General Counsel positions. These changes gave recognition to the duties and 
responsibilities theretofore discharged by members of the General Counsel’s staff 
and provided for an Assistant General Counsel with primary responsibility over 
each of the following major areas of work: contested trial court litigation, appel- 
late court litigation, and legislative matters. 

(e) The functions and personnel of the Division of Corporation Finance were 
realined to provide for 3 Assistant Directors in charge of the examination of 
registration statements under the Securities Act of 1933 and related matters, 
each having under his supervision 2 Branches of Corporate Examination and 
Analysis; an Assistant Director in charge of a Branch of Small Issues and a 
Branch of Administrative Proceedings and Investigation; a Chief Counsel of the 
Division in charge of a Branch of Interpretations and Review and a Branch of 
Forms, Rules, Regulations and Legislative Matters; a chief accountant of the 
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Division; an Office of Engineering; and an Office of Filings and Reports. These 
changes, as modified August 15, 1956, were effective July 2, 1956. 


ENFORCEMENT PROGRAM 


The most important aspect of the Commission’s activities at the present time 
and at least for the next 2 fiscal years ahead is the further implementation and 
extension of its enforcement program. Since this program is discussed in detail 
on pages 4 through 13 of our justifications, I will highlight the problems encountered 
in the enforcement program. 

1. The problem of new, inexperienced and in some cases, dishonest brokers and 
dealers registering under the Exchange Act.—On December 31, 1956, there were 
4,694 registered Leake dnaloes, many of whom are inexperienced and unfamiliar 
with the obligations owed their customers. To adequately protect the investing 
customer, an accelerated broker-dealer inspection program, prompt investigation 
of irregularities, and vigorous action in the case of violations are increasingly 
necessary, 

2. The problem of ‘‘boiler rooms.’’—This situation is accentuated by the gulli- 
bility of the public. An increasing number of securities of speculative quality 
have been sold to unsophisticated investors lured by representations of large 
profits under present market conditions and willing to buy securities on the basis 
of representations made over the long-distance telephone by complete strangers, 
Prevention and detection of fraud in such sales has been a particularly difficult 
task necessitating the careful collection of evidence from widely scattered sources, 

3. Sales of unregistered securities based on claimed exemptions.—In the main, 
these sales have been made under claims of exemption pursuant to two provisions 
of the statute, the so-called private-offering exemption and the intrastate exemp- 
tion. A further complication is the fact that an increasingly large number of 
securities claimed to have been issued under these exemptions are being trans- 
ferred to United States citizens through foreign financial institutions under laws 
which preclude the Commission from determining effectively the availability or 
unavailability of the exemption. 

4. The problem of illegal sales from Canada.—These transactions have appeared 
to reach public investors in the United States as a result of primary distributions 
effected on Canadian securities exchanges or through Canadian broker-dealers. 

5. The problem of the “front money” racket.—Under the Commission’s exemptive 
regulation for new issues not in excess of $300,000 in aggregate public offering 
price (regulation A) and sometimes under registration, it has been discovered that 
“rings’”’ have developed through which groups of promoters, dealers, attorneys, 
and engineers collaborate in the creation of a series of companies primarily 
employed to ‘‘manufacture”’ securities for public sale in the guise of legitimate 

romotions. These transactions frequently have been carefully timed, so that it 
is difficult to relate one issue with another, even though a particular issue may have 
been part of a scheme of the character mentioned. 

6. Evasion of the registration requirements through the ‘‘no sale’’ theory.—The 
Commission has become increasingly aware of many cases involving the distri- 
bution of securities resulting from merger transactions, in which registration is 
avoided and adequate disclosures not made concerning the securities sold to the 
public. By Commission Rule No. 133, certain types of corporate mergers, con- 
solidation, reclassifications of securities, and acquisition of assets of another 
person in conformity with statutory provisions of the State of incorporation have 
been deemed not to constitute a ‘‘sale’”’ of securities issued in the transactions for 
purposes of section 5 of the Securities Act. The rule, in effect, exempts such issues 
from the requirement of registration under the act. The rule has been used 
by numerous issuers, domestic and foreign, to distribute securities without regis- 
tration. As in the case of the “private offering’ and “intrastate”? exemptions, 
many transactions ostensibly exempted under the rule, in fact involve violations 
of the registration provisions. The Commission recently released a notice of a 
proposed revision of the rule which is designed to make exemptions unavailable 
in the cases now exempted under it. If adoption of the proposal results, it will 
involve a substantial increase in the number of registration statements filed under 
the Securities Act and in the annual and periodic reports filed under the Securities 
Exchange Act. 

7. The problem of promotional stocks.—In addition to the problems created by 
promotional uranium stocks, the Commission has been concerned with the sale 
of new insurance company securities in both exempt and registered issues. A large 
number of these issues have given the appearance of involving abuses or probable 
violations of either the Securities Act or the Securities Exchange Act, necessitating 
thorough investigation. 
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8. Stop order and suspension proceedings for new issues.—For the protection of 
public investors, the Commission has instituted a substantially increased number 
of stop-order proceedings and suspension orders. Each has been preceded by an 
investigation, and many have required a formal administrative hearing. These 
actions have involved the establishment of facts and the obtaining of testimony. 

These are a few of the problems with which the Commission has been faced 
in the past few years. It is the considered opinion of the Commission that the 
high level of activity in the capital markets will continue unabated, thus presenting 
more and greater problems to be dealt with by the Commission. The enforcement 
program affects vitally each of the Commission’s divisions, offices, and regional 
offices. 

If the confidence and faith of the American public in the capital markets is to 
be maintained so that the essential supply of capital can be continued at the high 
rate of demand anticipated by present estimates of industrial production with 
the resultant high standard of living, it is essential that this agency continue its 
enforcement program by supervising the capital markets in accordance with the 
standards established by the Congress in the Federal securities laws. 

We have prepared a few charts to illustrate the points Iam making. If there 
is no objection, Mr. Upham will arrange the charts so that they will be visible 
to the committee, and copies are submitted for the record. 


Gross national product, business plant and equipment outlays, and industrials 
monthly average 


Activity and prices in the securities markets have reached highs unprecedented 
in the Commission’s experience. Furthermore, this surge has taken place in a 
relatively short period of time. For example, the value of the gross national 
product broke through the $400 billion figure in 1956 as compared with $340 
billion in 1952. In fiscal 1949, the gross national product reached approximately 
$260 billion. The business plant and equipment outlays totaled approximately 
$32.5 billion in fiscal year 1956 as compared to approximately $21 billion in 
fiscal 1955. In fiscal 1950, the business plant and equipment outlays totaled 
$18.5 billion. The Dow Jones industrial average of stock prices on the New 
York Stock Exchange reached an alltime hich of 521.05 on April 6, 1956. During 
the years 1933 to 1949 it never exceeded 220. 


Broker-dealer registrations and inspections 


We have prepared another chart showing the number of broker-dealer inspec- 
tions completed from fiscal 1951 through 1956 and the estimated number of 
inspections we expect to make in the fiscal years 1957 and 1958. The chart also 
oo the number of broker-dealers registered with the Commission for the same 
period. 

You will notice that in the 1951 fiscal year we made a total of 922 inspections; 
in fiscal 1952, 827 inspections were completed. In fiscal 1953, there were 686 
inspections; in 1954 there were 788 inspections; and in fiscal 1955, 822 inspections 
were completed. In 1956, 952 inspections were completed. In 1957, we expect 
to make about 1,300 inspections; and we have requested funds for 1958 to employ 
21 additional broker-dealer inspectors and 3 attorneys so that we may complete 
2,075 inspections. 

The chart also shows that the number of broker-dealers being registered with 
us has taken a sharp jump between 1954 and 1956. On June 30, 1951, there were 
3,945 broker-dealers registered with the Commission; in fiscal 1952, this number 
increased to 3,994; in fiscal 1953, it further increased to 4,053; in 1954, another 
increase to 4,132. In 1955, a furtner increase to 4,334; in 1956, it reached 4,591. 
As of December 31, 1956, the number of registered broker-dealers reached a new 
high of 4,694. 

In the Commission’s budget estimate presented to the Congress for fiscal 1957, 
it was anticipated that the potential workload (excluding firms inspected by 
stock exchanges) would be 3,600 registered broker-dealers, which would have 
provided approximately a 2%4-year cycle of inspection. However, this potential 
workload was exceeded by 291, as of June 30, 1956. This factor, coupled with an 
estimated increase in 1957 of 159 broker-dealers to be inspected, will increase the 
inspection cycle to 3.1 years. 

The high volume of corporate financing and increased activities in securities 
trading has attracted many new broker-dealer firms to register with us. Many 
persons who are untrained in financing matters and have had limited, if any, 
experience in handling securities or funds of other persons have registered. Many 
of the new registrants contribute insufficient capital to their business, and some are 
professionally untrained in the securities industry. This accentuates the need for 
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imempeeing our coverage of these firms through the broker-dealer inspection 
method. 

Regular and periodic inspection of broker-dealer firms is a vital part of the 
Commission’s enforcement program for the protection of the public and publie 
investors. These inspections are conducted to assure compliance with regulations 
and with requirements of the Securities Exchange Act and to discover and prevent 
violations of these laws. The inspectors review compliance with Commission 
regulations relating to dealings with customers, such as hypothecation of cus- 
tomer’s securities, extension of credit on securities, churning, switching, and other 
improper and fraudulent practices; the giving of proper confirmations; the mainte- 
nance of necessary books and records; the filing of financial reports; and compliance 
with Commission’s net capital rule, The inspections frequently discover situa- 
tions which, if not corrected, might result in substantial losses to customers. 

Additional protection to public investors against wrongdoings by broker-dealer 
firms is afforded by the self-policing of member firms by several of the registered 
national securities exchanges and by the National Association of Securities 
Dealers. We try to avoid inspecting a firm which had been recently inspected by 
NASD, exchanges, or State securities administration, but in some instances where 
we suspect illegal practices, the Commission is compelled to reinspect firms 
which were recently inspected by one of the other agencies. We cannot rely on 
industry groups to enforce the Federal securities laws. The ultimate responsi- 
bility for this function rests with the Commission. 

We are asking for personnel to enable us to inspect 2,075 broker-dealer firms in 
fiscal 1958. Eliminating 790. of the firms which are adequately inspected by 
securities exchanges, the 2,075 inspections would enable us to visit each of the 
remaining firms about once every 2 years. This is an important part of our pro- 
gram to protect investors by preventative enforcement work. 


Market value of all stocks on exchanges 

This chart shows the market value of all stocks on exchanges for fiscal years 
1949 through 1956. As previously stated, the bulk of the economic activity 
which has given rise to the problems mentioned has taken place in the past 3 years, 
This chart shows that the market value of all stocks on the exchange in fiscal 1949 
was in the neighborhood of $75 billion; in 1954, it was approximately $163 billion; 
in 1956, it was about $250 billion. 


Registration statements 

This chart shows registration statements filed between fiscal years 1951 and 
1956 and estimated filings for fiscal 1957 and 1958. Also shown is the dollar 
amount of securities registered. The amounts, by fiscal years, are: 





Registration | Dollar value Registration | Dollar value 





Fiseal year statements | of securities Fiscal year statements | of securities 
filed (billions) filed (billions) 
co certevedtintadeaiy 544 $6. 4 tec rie Si nites 849 $11.0 
BG L vecsandswediiee 665 9.0 |} 1956__. 981 13.0 
We ks de de 621 7.4 BOG? Soest, a 1, 085 15.0 
Gis cise rtretoanebes 649 9.0 es idaissccmeensatiincntind ie ‘ 


1 Estimated, 


In order to provide a staff to examine the registration statements; initiate stop- 
order proceedings; effectively administer regulation A; provide the analytical, 
investigative, and legal actions in proxy contests; and to perform the numerous 
other tasks required of the Division, our estimate for 1958 includes 24 additional 
positions in the Division of Corporation Finance. These positions appear on 
page 56 of the justifications. 

t is essential in the interest of the public investor that inadequate or mislead- 
ing registration statements and prospectuses be amended to conform to the Com- 
mission’s requirements or that the sale of the securities be the subject of stop-order 
proceedings. The Division makes every effort to secure compliance with the law 
by inquiries and conferences designed to obtain from registrants amendments 
consistent with statutory requirements and the protection of the public interest. 

- Stop-order proceedings and formal investigations are an aspect of the Com- 
mission’s enforcement program for maintaining high standards of' conduct in the 
sale of securities to the public. The Commission believes that, in order to dis- 
charge its duties under the act, a firm position with respect to the filing of in- 
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complete and misleading data for proposed public issues must be adhered to. 
The additional personnel requested for the Division of Corporation Finance is 
essential to the maintenance of an effective program of investor protection, and 
such administrative proceedings are a necessary part of such program. 


Investigations 
The majority of investigations emanate from (1) complaints by the investin 

ublic;. (2) the Commission’s broker-dealer inspection program; (3) suspecte 
raud and malpractices in the solicitation, sale; and trading of securities; (4) sur- 
veillance of the securities markets; and (5) requests for field-office assistance by 
the central office in connection with all aspects of the Commission’s work. Com- 
plaints and broker-dealer inspection reports are carefully examined in determining 
whether suspected violations require investigation. A preliminary investigation 
is usually in.tiated to obtain additional facts to determine if a full-scale investiga- 
tion is justified. 

If a satisfactory disposition cannot be made following a preliminary investiga- 
tion, the matter is docketed for a full-scale investigation. Upon completion of 
such investigation, the regional office submits a recommendation that appropriate 
action be instituted by the Commission or that the investigation be closed. These 
reports are reviewed and analyzed by the Division of Trading and Exchanges 
prior to presentation to the Commission for disposition. If it appears that criminal 
prosecution would be appropriate, the case is reviewed as well by the General 
Counsel’s Office and the action of the Commission may take the form of a reference 
of the evidence to the Attorney General or the proper United States attorney. 
In other cases, the Commission may authorize institution of a civil proceeding for 
injunctive relief or bring administrative proceedings against broker-dealers and 
investment advisers. 

During the fiscal years from 1953 through 1955, an effort was made to reduce the 
number of investigations opened in order to avoid the situation, which had existed 
in prior years, of more cases being opened than it was possible to investigate. At 
the same time vigorous efforts were made to eliminate inactive cases which could 
not be followed up. Increasing speculative activity in the securities markets and 
the increased number of apparently fraudulent transactions made it necessary, in 
fiscal 1956, to increase the number of cases opened. Such cases included a number 
of unusually complex and difficult investigations involving large-scale transactions 
and requiring the time and effort of numerous investigators for their development. 
This ‘combination of circumstances caused a substantial decrease in the number of 
investigations which could be closed in 1956 and a serious increase in the number of 
pending cases as of June 30, 1956. 

The addition of 24 securities investigators and 5 attorneys will be required in 
1958 to reduce the backlog and maintain this activity on a current basis, thus pro- 
viding a vigorous investigation program to prevent fraudulent transactions prior 
to consummation. 


SEC appropriation—Fees received—Number of personnel 


‘We-have another chart showing the Commission’s appropriations, the fees re- 
ceived, and the personnel, each year from 1951 to date. 


| 
Appropria- | Percent of Average 
tion Fees fees to ap- personnel 
propriation 


Fiseal year 


$6, 230, 000 $1, 087, 022 17.5 1,040 
5, 813, 480 1, 364, 447 23. 5 930 
5, 245, 080 1, 199, 370 22.9 813 
5, 000, 000 1, 215, 749 24.3 7 
4, 843, 180 1, 703,290 35. 2 700 
5, 278, 000 2, 074, 211 39. 0 704 
5, 749, 000 1 2, 206, 850 38.3 789 

2 7, 178, 000 2, 358, 850 32. 9 935 


1 Estimated. ae oa ; ; 
2 Includes $370,600 as the Commission’s contribution to the civil service retirement fund. 


An appropriation of $7,178,000 for 1958 will permit us to carry a staff slightly 
above’ the level of 1952. As I have mentioned previously, our work has been 
steadily increasing since then. 
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SEC personnel—Departmental and field 


We have one more chart showing the personnel of the departmental service 
and the field service between fiscal 1951 and an estimate for fiscal 1958. 

From the fiscal year 1951 through fiscal 1955 the overall staff was reduced from 
1,040 to 700 because of reduction in our appropriations, but the field staff, although 
reduced somewhat in number, has shown a steady increase in proportion to the 
Caren eeLoy ent of the Commission. The average employment by fiscal year is 
as follows: 


Fiscal year Depart- Field Total Percent of 
mental field to total 


1,040 
930 


HS oo~ae RO AIAF 


1 Estimated. 


So far, I have mentioned only three of our functions for which increases are 
requested for 1958: the examination of registration statements and related docu- 
ments; the broker-dealer inspection program; and the investigations activity. 
There are other functions of equal importance, they are: 

Regulation of securities markets, including the detection and prevention 
of manipulation and other illegal practices; 

The examination and action on regulation A filings involving securities 
offerings of $300,000 or less in any 1 year; 

Performing numerous legal activities such as the handling of matters under 
chapter X of the Bankruptcy Act, the appearance before courts in civil pro- 
ceedings, assisting the Department of Justice in criminal proceedings and 
many other related legal activities; the preparation; and the drafting and 
publication of the Commission’s opinions and decisions; 

The rendering of interpretative advice to the staff and to the public; 

Our enforcement activities, which involve both the regional offices and 
the Division of Trading and Exchanges; 

The administration of the Public Utility Holding Company Act and the 
Investment Company Act; 

The compilation of statistics for our own use and as a part of the Govern- 
ment’s overall statistical program; 

The formulation and review of accounting practices of corporations under 
the jurisdiction of the Commission; and 

Other duties related to the administration of the seven statutes under the 
Commission’s jurisdiction. 

We need additional help in other of our divisions and offices, to effectively 
perform the functions I just summarized. 

The justifications covers an explanation of the personnel increases we have 
requested for each division and office. Knowing that you have read the justifi- 
cations and that you are generally familiar with our needs, I will not, in this 
statement, go into each item. I understand that members of the committee will 
have questions to ask us. I will be glad to answer all questions I am able to 
answer. The other commissioners and the staff presently here will assist in 
answering your questions. 
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Cuart I, 


GROSS NATIONAL PRODUCT, 
BUSINESS PLANT AND EQUIPMENT OUTLAYS, 
AND DOW-JONES INDUSTRIALS MONTHLY AVERAGE 
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“ 
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(FISCAL YEAR END) 
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Cuarrt II. 


S.E.C. BROKER-DEALER 
REGISTRATION AND INSPECTION 


BROKER-DEALER INSPECTIONS 
(NUMBER) 


@eeees ESTIMATED (SEC FY 1957 
BUDGET ESTIMATES) 


= em em ESTIMATED (SEC FY 1958 
BUDGET ESTIMATES) 


1951 52 53 54 55 56 57° 1958 


* 
ESTIMATED (FISCAL YEAR) 
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Cuart III. 


S.E.C. BROKER-DEALER 
REGISTRATION AND INSPECTION 
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Cuart V. 


SECURITIES REGISTERED WITH SEC. 
REGISTRATION STATEMENTS FILED 


(NUMBER) 
@@@@® ESTIMATED (SEC FY 1957 
BUDGET ESTIMATES)| 


oes §=ACTUAL 


onsmamm ESTIMATED (SEC FY 1958 H 
BUDGET ESTIMATES)} 
U 


Ls o-cetiiiaealldensdhthii | Hee ik ato 
SECURITIES REGISTERED 


(IN DOLLARS BILLIONS) 


0 
1951 52 53 54 55 56 57° 1958" 


ESTIMATED (FISCAL YEAR) 
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Cuarr VI. 


SECURITIES REGISTERED WITH SEC. 
REGISTRATION STATEMENTS FILED 


(NUMBER) 


% | NO.OF.SEC 
‘7 EMPLOYEES 


ie-> 


SECURITIES REGISTERED 


(IN DOLLARS BILLIONS) 


—4— NO.OF SEC —— 
<< EMPLOYEES 


0 
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Cuart VIII. 
NUMBER OF REGISTRATION STATEMENTS 
FILED WITH S.E.C. 


NO. OF SEC 
EMPLOYEES 
~ AUTHORIZED 


scarce 


i 
1951 92 53 54 55 56 57 1958 


(END OF FISCAL YEAR) 
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CERTAIN ENFORCEMENT ACTIONS 
UNDER THE SECURITIES ACT OF 1933 
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EVASION OF THE REGISTRATION REQUIREMENTS THROUGH THE ‘“‘NO 
SALE” THEORY 


Mr. Armstrone. I would like, if I may, and this is a technical 
matter, to elaborate very briefly on item 6 on page 9 of the statement 
just submitted, where there is a discussion of evasion of the registra- 
tion requirements through the ‘‘no sale” theory. It will take me about 
a half minute to do this. 

Mr. Tuomas. Take all the time you want to. 

Mr. Armstrona. I would like to add at the end of that paragraph 
the following: 

The proposed revision of rule No. 133 was the subject of a public 
hearing before the Commission on the 19th of January 1957. Many 
lawyers and representatives of bar associations appeared and objected 
to the rule revision in the form in which the Commission had put it 
out for public comment. The Commission is presently considering 
whether a further revision of that rule should be proposed for further 
public comment or, recognizing many suggestions which have been 
made, whether an amendment of the statute should be recommended 
to the Congress as a part of the Commission’s legislative program 
presently under consideration for submission to the Interstate and 
Foreign Commerce Committee of the House of Representatives and 
the Banking and Currency Committee of the Senate. 

If I might go off the record just for a moment, Mr. Chairman. 

(Discussion off the record.) 

Mr. Armstrone. Mr. Chairman and members of the subcommittee, 
we have had probably the most active capital markets in this country 
in the past year that have ever existed in the history of the country, 
and this has imposed very great responsibilities upon the Securities 
and Exchange Commission, which is charged by the Congress, under 
the six acts which we administer, with the duty of affording certain 
protections to the investing public. 

Unfortunately, the securities markets in the past year and a half 
have shown tendencies of a very unfortunate character. There have 
been tremendous increases in the amount of misrepresentation and 
fraud which has been used in our interstate securities and exchange 
markets. I will not give any discussion at length of the particular 
types of frauds and abuses which we have found, because they are 
discussed in the formal statement which we have just put in the 
record. 

Mr. Txomas. You might lightly touch on them. We like the 
spoken word in here too. We think it is very effective. 

Mr. ArmstronG. The problems which we have indicated are very 
numerous. 

NEW BROKER-DEALERS REGISTRATIONS 


For example, we have had a large increase in the number of broker- 
dealers registering under the Securities Exchange Act to do a securities 
business in interstate commerce. I would like to turn to the chart 
showing the increase in the registered broker-dealers. Many of 
these have been inexperienced. Some have been downright dishonest. 
We have had a particularly difficult time in the past year in enforcing 
the protective provisions of our acts and the rules under our acts 
so as to insure the investing public of the basic protections which 
the acts intend. 
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Looking: at the bottom chart, the number of registered broker- 
dealers has increased gradually through the years 1951, 1952, and 1953 
from about 3,900 to about 4,200, just under 4,200. 

Then in 1954 that number of registered broker-dealers took off and 
it increased to well over 4,300 in the 1955 fiscal year, and when we 
were here on our last visit we estimated that the increase would go 
over this way, the way the red line is, to bring us to about 4,450, but 
the fact of the matter is in the past year it has gone up to 4,600, and 
I understand from Mr. Loomis on February 1 there were just over 
4,700 registered broker-dealers. That is a net figure and takes into 
consideration those people who have withdrawn from the business. 
We have had a very difficult time policing these new people. 

Particularly, one of the things we are trying to make sure of is the 
enforcement of the net capital rule so that people who have funds on 
deposit with broker-dealers will be better protected from the possibility 
of broker-dealer insolvency. We have also increased the net capital 
requirements and are enforcing compliance with Commission regula- 
tions relating to dealings with customers, such as hypothecation of 
customers’ securities, extension of credit on securities, and so on. 


“BUCKETING” 


Mr. Tuomas. Do you find much “‘bucketing”’ going on? 

Mr. Armstrong. Not particularly “‘bucketing”’ at the present time. 
We have increased by our own rules the net capital requirements 
applicable to broker-dealers in the past 15 months. We are asking 
for an increase in the number of broker-dealer inspectors in order to 
increase the frequency with which we inspect the broker-dealers. 


INSPECTIONS OF BROKER-DEALERS 


Mr. Tuomas. What is that frequency now, 3 years and 1 month? 

Mr. Armstrona. Last year we requested an appropriation that 
would have put it on the basis of one every 2% years, but because of 
the increase in the number of broker-dealers it is running one every 
3.1 years, and that disturbs us very greatly. We think the rate 
should be one every 2 years, and it is on that basis that we are re- 
questing an appropriation that would permit us to make 2,075 inspec- 
tions in 1958 against the 1,300 we expect to make this year. 

Mr. Vurse.u. I am assuming that there is probably no way that 
you can prevent under the law this great increase of brokers. Is 
there any way under the present law that you can prevent it? Are 
there any roadblocks or more rigid regulations you could have that 
would prevent this deluge of brokers, some of whom are not 
responsible? 

Mr. Armstrona. The only roadblock we have today is to deny 
registration in the event we can prove the person seeking registration 
has heretofore engaged in a securities fraud or other securities viola- 
tions. That is very difficult to do because it requires evidence, and 
ordinarily when a person comes in and his application appears on its 
face to be in order, we do not have any evidence. e have our 
securities violations file which has about 60,000 names of people who 
have been involved in securities violations, but if the person’s name 
does not appear in that file and we have no other evidence of a securi- 
ties violation, we have to register him, under the law. 
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You might be interested in the program we put on in the Salt Lake 
City area to take care of this problem of new people coming in on the 
recent uranium securities speculation. I would like to have Mr. 
Loomis make a reference to that at this point in the record. Can 
you tell us what happened in Salt Lake City? 

Mr. Loomis. Yes. Because of the special problems that existed in 
that area, not only in Salt Lake City, but in other uranium areas, 
about a year ago we sent a so-called task force of inspectors which we 
recruited from our New York and Chicago offices—who were not 
happy to lose their men because they were so busy Salt Lake 
City to inspect practically all the broker-dealers in that area. 

As a result of that, a substantial number of broker-dealers in that 
area withdrew from business or we took proceedings against them. 
There were a good many more whom we found to be in violation in 
minor respects and we thought we would, so to speak, give them 
another chance. So we sent the task force back again this fall to 
reinspect those people. 

We have just received the results of the work in Salt Lake City. 
They went into 34 broker-dealer offices in that city. Only two were 
found to be in full compliance with the law. As a result of that work, 
of the 34 firms, 16, or approximately half, have gone out of business 
or we have taken proceedings to put them out of business. There are 
investigations and proc eedings pending as to five more. Of those 
remaining, 4 were in violation in a way that could be corrected; 
that is, there was some question as to their net capital, so they 
immediately put up additional money; and the remaining 6 were in 
violation in minor respects. So, the group we were interested in 
are being cut down almost by half, and those that remained were 
brought into compliance. Only two of the group were in full com- 
pliance before we got there. 

Mr. Vurse.u. That is a remarkably good record. Have you 

iven consideration to recommending to the Congress that the act 
be amended to make the penalties greater, and try to stop this deluge 
of suspected people coming in, which would probably lessen your 
workload? 

Mr. Armstrrona. We are not considering recommending to the 
Congress any impediment to a person entering the business, nor are 
we considering recommending greater penalties than presently exist 
in the law. We consider the penalties to be adequate. 

We feel it would be inappropriate to suggest that a person who 
appears to have a right to engage in the business should be barred 
from that right unless some violation can be shown in the beginning. 
We do have, of course, a number of suggested amendments to our acts 
which are coming forward, some of which were introduced in the last 
Congress but were not considered because they were not introduced 
early enough in the session. Those are mentioned on page 8 of our 
22d annual report, together with additional proposed amendments to 
increase our enforcement powers. 

Mr. Vursevi. Thank you. 

Mr. Tuomas. Go ahead. 

Mr. ArmstronG. Passing from the inspection program at this 
point, I will go down through the rest of the particular problems that 
we describe in the statement. 
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‘“‘BOILERROOM”’ SECURITY SALES 


I will go to the problem of “‘boilerrooms.”’ A “boilerroom” is a 
broker-dealer firm engaged in the sale of securities by high pressure 
means. The reason they are called boilerrooms is that when the 
salesmen are talking on the telephone, the pressure goes up; the 
“steam’’ goes up. This situation has not existed since the late 
1920’s and early 1930’s, when the Federal Trade Commission and 
then, when it was established, the Securities and Exchange Com- 
mission ran them out of business. There have been ‘‘boilerrooms” 
in Canada all along. The situation improved somewhat after the 
amendment for securities frauds to the Extradition Treaty between 
the United States and Canada became effective in 1952, but recently, 
because of the unfortunate decision denying extradition in one of the 
big ‘‘boilerroom” cases, there has been a resurgence in some Canadian 
Provinces of that “boilerroom”’ situation. 

The thing started up in New York City in the early months of 1956, 
and we have run a series of investigations there. We brought a num- 
ber of injunctive actions, and are preparing a number of criminal 
cases. We also have engaged in a broad program of warning the 
American public against being made a “‘sucker’’ by these high pressure 
telephone sales. 

he unfortunate thing is that there is an atmosphere in the country 
today, which I think has not existed since 1928, that you can get 
rich in the stock market, and people are in the mood to be gullible. 
So despite all the effort we have made to control the “‘boilerroom”’ 
problem, nevertheless there have been great losses sustained by the 
American public. 

To give you a factual example, this is information we have obtained 
from a sampling of 350 securities purchasers throughout the United 
States taken from a total of 50,000 securities purchasers from ‘‘boiler- 
rooms.” I picked out these States because of their particular interest 
to the members of this subcommittee, but the problem affects the 
whole United States. 

In Texas, 9 purchasers paid $86,000 for these speculative stocks, and 
on the 8th day of November 1956, when this analysis was made, their 
indicated loss was $43,000. 

In Illinois, 21 purchasers paid $356,000 for such securities, and on 
November 8, 1956, when we analyzed it, their loss was $194,000. 

In Tennessee, 2 purchasers paid $20,000, and on the date of analysis 
their loss was $10,000. 

In Massachusetts, 16 purchasers paid $137,000 and lost $71,000. 


EXAMPLES OF LOSSES SUSTAINED IN ‘“‘BOILERROOM’’ PURCHASES 


Mr. Tuomas. Mr. Chairman, will you put your complete tabula- 
tion in the record? 

Mr. Armstrong. Yes, sir. — 

(The tabulation referred to is as follows:) 

The following is a sampling of 350 securities purchasers throughout the United 


States, taken from a total of 50,000 securities purchasers from ‘“‘boilerrooms’’ Of 
unregistered securities, indicating the following losses: 








Indicated losses 
Number of Cost (market price 


as of 
Nov. 11, 1956) 


purchasers 


$86, 381. 13 $43, 978. 13 
356, 343. 00 194, 714. 00 
20, 500. 00 
: dad 137, 577. 50 ‘ . 
North Carolina- icigmanetediadeaaiaa : 104, 637. 50 57, 984. 50 
New York 312, 952. 58 157, 789. 89 


. ——— prices indicate losses in substantially greater amounts as of the date of this hearing, Feb. 


Mr. Tuomas. Will you emphasize the point wherein the violations 
of law occurred there? 

Mr. Armstrong. The violation of law occurs by the misrepresenta- 
tion of the value of the security; by the misrepresentation of the assets 
and earning power of the security; and, most important of all, by a 
misrepresentation of its future appreciation. 

These people get all kinds of lists; lawyers’ lists, bankers’ lists—we 
found one case where a man had stolen a list of stockholders of a 
corporation. 

Mr. Tuomas. Are those stocks listed? 

Mr. Armsrronea. Some are, but most of them are unlisted se- 
curities. The pitch that they make is that this stock, which you can 
buy at 2% today, will be 5 by the 4th of July and next Christmas it will 
be 20. They say, “‘We have a block reserved for you and we are a 
fine firm on Wall Street,’”’ and the next thing you know, the money is 
coming in. There is no way in the world a Government agency can 
get in on the telephone call phase of this problem. 

Also, these firms send out a great deal of mail. There is also a 
great deal of mail coming in from Canada. Then they will call up 
the people to whom the mail has been sent a week or 10 days later 
and say, ‘You received our brochure. We have 100 shares reserved 
for you. We would like to let you have 1,000 shares, but we can 
only let you have 100 shares which we have reserved for you,” and 
they will make a sale. Then they, by their own purchases and sales, 
will manipulate the prices of the stock, either over the counter or, we 
understand, on the American Stock Exchange; we have some evidence 
to that effect. And suppose the stock goes up three-fourths of a 
point; 6 weeks later they call the victim up and say, “Look, it is 
already three-fourths of a point up and we have another block for 
you.” This is called reloading and is one of the worst features of the 
situation. 

This has gone on to a large extent in the New York “boilerrooms.” 
Before he came on the Securities and Exchange Commission, Com- 
missioner Sargent was regional administrator in New York. We would 
like to have him tell you the amounts involved in these “boilerroom” 
transactions. 

Mr. SARGENT. In a 6-montn period in 1956, 9 million shares were 
sold by only 6 “‘boilerrooms”’ to 24,000 purchasers for a total cost of 
$30 million. When we checked 6 months later, the loss had been 50 
percent, and the loss is now 75 percent. Furthermore, in those in- 
stances the brokers made a profit of $4.5 million, and the telephone 
calls cost $425,000. 

Mr. Tuomas. What can we do about that? 
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Mr. Armstrong. I will ask Mr. Moran, assistant regional adminis- 
trator of the New York region, to tell you what has been done in 
that region. 


EFFORTS TO CONTROL ‘‘BOILERROOM’’ SALES 


Mr. Moran. When the “‘boilerroom”’ activities really became evi- 
dent to us, we took the following measures: 

We sent out 2 attorneys, 1 investigator, 1 broker-dealer inspector, 
and 1 clerk, to each suspected boilerroom and we descended on those 
fellows like locusts in New York City, and found a very fantastic 
picture in some of the shops. 

We would walk into what appeared to be a respectable firm, and see 
a few people sitting around, and three doors down you would have a 
“boilerroom.” 

Mr. Tuomas. A battery of phones? 

Mr. Moran. A battery of phones, and they had hoods each fellow 
would talk into so that the other fellow would not know what was 

oing on. They usually start working at 3:30 or 4 in the afternoon, 

ecause by and large most of the victims were not residents of the 
metropolitan area. They would wait until that time of the afternoon 
so that they could get people in the Midwest, South, and Far West 
after work. They would work until 10 o’clock at night. 

We sent our men over—we called them task forces but they were 
really raiding parties. We would look them over. As you know, a 
man can be a bank robber and under our acts if he has not engaged 
in an unlawful transaction involving securities, we cannot put him 
out of business, even though he has stolen money. We inspected 
about 20 of these houses inside of 3 weeks’ time. 

Mr. Armstrona. In August and September of this year, 1956. 

Mr. Moran. The first thing we did was make sure of their financial 
position. Then we would check the salesmen’s records and send 
questionnaires to purchasers over the country or actually go out and 
interview the victims. 

Mr. Tuomas. Did you get an injunction against them? 

Mr. Moran. Yes. Of the 20 injunctions we got in the last 4 
months, a great many have been for capital deficiencies and insolvency 
and other violations of the act. We are presently working actively 
on about 12 criminal reports which we hope to turn over to the Depart- 
ment of Justice, which should involve from 75 to 125 defendants. 

Mr. Tuomas. Thank you very much. 

Mr. Armstrona. I think I might say that when we first went into 
these houses, and when we found the conditions we did, we were willing 
to take any legal step that might be open. Going into a “‘boilerroom”’ 
and enjoining them under the net-capital rule is not the best way to 
do it, but—-—— 

Mr. THomas. But it is the quickest way? 

Mr. Armstrona. That is right. I might also say that the develop- 
ment of criminal cases is difficult from an evidentiary standpoint, 
because when you use a witness who says misrepresentations were 
made over the telephone you have a question of identification that is 
hard to prove. Many of the people we are interested in having on our 
staff in 1958 will be engaged in this type of work. 

Mr. Vursetu. I would like to ask the chairman a question. I 
raised it mildly while you were on the telephone, Mr. Chairman. 
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Does it not seem to you, having been a great lawyer and district 
attorney and other things in the past, that it would be a good idea to 
rewrite this SEC law and make it more difficult for these people to 
get in? 

Mr. Tuomas. There are a good many defects in it, but by and large 
it is pretty effective. I imagine the Chairman here could point out the 
defects pretty quickly to you. 


PROPOSED LEGISLATION 


Mr. ArMstronG. In the legislation sponsored in the last Congress 
by the late Chairman Priest of the House Interstate and Foreign 
Commerce Committee, we had the following types of proposals: “A 
proposal to prohibit embezzlement of money or securities; to extend 
criminal liability to false statements in documents filed with the 
Commission under certain sections of the ac t; to enact into the statute 
the antifraud provisions of the Commission’s rule X—10B-—5 under the 
Securities Exchange Act of 1934 as an aid to criminal prosecution; to 
make it clear that a showing of past violations is sufficient to get an 
injunction from the Federal court. Ofttimes we have been fearful of 
going into court on the ground the violation had occurred, but tem- 
porarily had ceased. We did not want to risk the judge saying, ‘“There 
is no record of violation at the moment.” 

Then provisions to clarify and strengthen the statutory provisions 
in the act relating to financial! responsibility of ee and dealers, 
and @ provision to authorize the Commission to regulate the borrow- 
ing, holding, or lending of customers’ securities by a broker or dealer. 

Those are the types of proposals, and there are others we are 
presently considering. 

On the Senate side, the staff of the Banking and Currency Com- 
mittee has been authorized by Senator Fulbright, the chairman, to 
work with us on these proposals, and, when prepared, they will be 
submitted to Senator Fulbright and to Chairman Harris of the House 
Interstate and Foreign Commerce Committee. 

But, as I stated when the chairman was not at the table, we have 
not proposed any further impediment to a person going in the business 
initially than is presently in the law. 

Mr. Tuomas. You referred to alleged violations in the New York 
City office. Do you not have similar instances in other offices? 

Mr. Armstrona. I think there has been some evidence of 1 or 2 
houses going in the ‘“‘boilerroom”’ business in Los Angeles. I believe, 
however, on the basis of investigations that have been made, that has 
been nipped in the bud. I would like to call on Mr. Hart to tell vou 
about the experience in Chicago. 

Mr. Harr. We had an experience where one of the more prosperous 
“bhoilerroom”’ firms in New York City was running ads to get salesmen 
in Chicago. Fortunately, we were able to send our men out to see 
how they were hoping to do it. The prime mover had a record as 
long as your arm, and we indicated to him it might not be too profit- 
able an operation, that maybe he ought to wind up somewhere else. 
So that stopped the venture before it got started. 

Mr. THomas. What did he do with his New York office? 

Mr. Hart. The New York office, unfortunately, has continued, 
but it is one case where we hope to have a criminal referenee to the 
Department of Justice before long. 
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Mr. Tuomas. You were not able to get an injunction? 

< Mr. Harr. Yes; one of the first injunctions was obtained against 
im. 

Mr. Armstrone. It was on the basis of a net-capital violation, so 
he put up the additional capital. 

Mr. Moran. The particular house that tried to open an office in 
Chicago is practically at a standstill. We tried to serve him with a 
subpena for 2% months and were unable to serve him. He is appar- 
netly out of the country. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. That is good work. 


*“RBOILERROOM”’ OPERATIONS IN CANADA 


Mr. Bouanp. Is there any evidence of ‘“‘boilerrooms”’ operating in 
Canada and telephone calls coming into the United States? 

Mr. Armstrrona. Yes, a lot of them. 

Mr. Bo.tanp. I notice the Canadian ores are very active, and 
I would think there would be considerable telephoning from there to 
the United States, but, of course, you cannot control that. 

Mr. Armstrona. After a 10-year negotiation, the United States 
and Canada adopted a revision of the extradition convention which 
was ratified in 1952, which was intended to make it possible for the 
United States to extradite persons selling securities fraudulently from 
Canada to the United States. In the first case we had under that, 
the extradition judge denied extradition. However, cooperative 
arrangements have been going forward, conferences and meetings, 
during that long period, and the Province of Ontario did a fine job 
trying to clean up Ontario. Then these people moved into Montreal. 

“We went to work with the Province of Quebec, and Quebee in 1955 
passed a very stringent act. They appointed three commissioners 
who hold life terms and from whose decision there is no appeal to the 
courts; and they have done a wonderful job cleaning up Quebee. But 
as these people were moved from Ontario to Quebec, and then 
moved out of Quebec, they had to go someplace. Some went east: 
most of them went west. We believe we found last fall that probably 
two of the individuals who had been concerned in that original extra- 
dition case were operating out of Calgary, and we have evidence of 
some operations in Regina. 

Mr. THomas. The Canadian operations, I presume, are more active 
up and down the length of territory contiguous to Canada, starting 
at Seattle and in Maine. How far into the interior do they go? 

Mr. Armstronea. Very far. 

Mr. Tuomas. Do they go as deep as Chicago? 

Mr. Armstronea. Yes. They took $15,000 out of Spartanburg, 
S. C., in 1 week. 

NEWSPAPER WARNINGS BY SEC 


Mr. Tuomas. I am wondering if you have given any consideration 
to spending maybe $2,000 or $3,000 a year strategically along the 
border States putting notices in newspapers calling ‘the attention of 
the public to the fact that a lot of worthless stock is being sold on the 
telephone out of Canada. By spending $2,000 or $3,000 in that way, 
perhaps that would be the most effective weapon you could use against 
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the operation since the courts are not going to uphold the convention 
dealing with the extradition of these people. How will you protect 
the people other than that? 

Mr. Armstrona. I think that is a very helpful suggestion. What 
we have done, since we have not been able to take advertisements of 
that kind, we have put the commissioners on the circuit—— 

Mr. Tuomas. You could talk to 15 or 20 people a day, but if you 

ent $3,000 or $4,000 putting articles in newspapers in places like 
Ca Seattle, and Buffalo, I think it would be money well spent. 

Mr. Armstrone. I am in full agreement. 

Mr. Tuomas. You might give consideration to using some money 
that way. Excuse me for the interruption. 

Mr. Reece I am delighted with the interruption, but the 
point I was trying to make is that the news mediums, radio and 
television, have been very effective. 

Mr. THomas. There is no substitute, though, for a notice signed 
by the Federal Securities and Exchange Commission that you had 
better beware of long-distance calls coming out of Canada, and calling 
attention to the fact that most of that stock is fraudulent, and you 
will be throwing your money away. If the Commission signs it, you 
are putting everybody on notice and there is no substitute for word 
from the Commission. The radio and television can say they under- 
stand such practices are going on, but that is so many lost words, in 
my judgment. There should be something signed by the Federal 
Securities and Exchange Commission. 

Mr. Armstrrone. That is very helpful. 

I would like to have Mr. Loomis mention an experience in the 
District of Columbia we had. 

Mr. Loomis. It is a similar situation, probably, to the one Mr. Hart 
mentioned. A New York firm in the “‘boilerroom”’ business attempted 
to put an office right here in Washington. They inserted a small 
advertisement in one of the papers, I think it was the Star, securities 
salesmen wanted, no experience necessary, pleasant tele :phone voice, 
That attracted our attention immediately, and our Washington 
regional office answered the advertisement, in effect. We found this 
organization just getting ready to open shop. They had chosen to 
incorporate the Washington branch as a separate corporation, and 
had filed an application for broker-dealer registration which appeared 
all right on its face, but this advertisement gave us reason to believe 
it was not, and we started an investigation as to that firm. One of 
their practices was to talk to a person on the telephone, and even if 
that person did not agree to buy, they would send him a confirmation 
or bill anyhow, with the hope he would feel he was in some way obli- 
gated and send the money. 

That being, in our judement, a fraudulent practice, we began a 
proceeding against both the W aahitas ton and New York offices. We 
have been successful so far in the courts. We obtained a preliminary 
injunction and the Washington office has never opened and indica- 
tions are it never will. The ambitious young man who was goimg to 
be the manager of the Washington office and who inserted the adver- 
tisement has indicated he will withdraw from the securities business 
and wants now to open a school for salesmen somewhere, he says. 

Mr. Tuomas, Good. 
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Mr. Armstrone. | think it might be helpful, on this problem of 
getting the information out to the public, of warning the public, if it 
would be possible to include in the record two paragraphs from our 
22d annual report. 

Mr. Tuomas. Read it in the record. 

Mr. Armstronea. On page 3 of our report, which we submitted to 
the Congress on January 3, 1957, we said: 


One particularly difficult aspect of the “‘boilerroom”’ problem is the gullibility 
of the public. The Commission has had a public information program under 
which Commissioners have talked at public gatherings, particularly to professional 
and civic groups, to the press and on radio and television, seeking to acquaint 
the public with the dangers of stock transactions with unknown persons calling 
on the long-distance phone and holding out promises of riches if the person called 
will only buy the stock. The public is asked to tell the person calling to put a 
letter in the mail about the securities (this often ends the call because use of the 
mails gives Federal jurisdiction under the Exchange Act and the Mail Fraud 
Act) or to put the official prospectus or offering circular (which in the case of a 
new issue is required to be filed with, and is examined by, the Commission) in 
the mail. 

The press, radio, and television news media have rendered great service to the 
American people by helping to get this message across. But, fundamentally, a 
Government agency can do just so much in protecting the public, and in the final 
analysis the American people must learn to use ordinary care and prudence in 
investing their money. The Commission needs the help of the investing public 
which should report to us transactions in which it is believed misrepresentation 
and fraud have occurred and the public has been bilked. But the public must 
also learn not to buy the proverbial “gold brick.”’ The tragedy from the stand- 
point of the public interest is that the widow, the wage earner, the person of 
small income is often the victim of the ‘‘boilerroom”’ salesman. The Commission 
will welcome every help from the public in reporting to us fraudulent transactions 
and in using commonsense in their securities transactions. 


Mr. Tuomas. That is a good paragraph. Unfortunately, it is too 


true the person who can least afford to take the loss is the one who is 
usually victimized and, unfortunately from your point of view, the 
victim will not scream to you until he gets hurt, and when he gets hurt. 
it is largely your fault that he did get hurt. So you have to beat him 
to the punch. 

Mr. Armstrone. Mr. Chairman, I would like to pass at this point 
to the volume of transactions. 


MARKET VALUE OF STOCKS ON EXCHANGES 


We have here a chart which indicates the tremendous increase in 
value of stocks on exchanges. I do not think I need to take the time 
to explain it. 

In 1951 it was somewhat over $100 billion. In 1956 it is up around 
$250 billion. That gives you an idea of the tremendous economic 
forces at work in the market. 

Against that we have prepared an overlay to indicate the volume 
of new issues of corporate securities registered with the Commission 
for sale to the public in interstate commerce. This shows it was 
$7.5 billion in 1952, which was a tremendous high, because the average 
in the 1940’s had been $4.5 billion, and in the 1930’s, $2.5 billion. It 
tapered off a little in 1953, but last year there were $13.1 billion of 
new issues of securities. Here is our estimate. We have no basis 
for thinking it will not go further up. The trend has been going in 
an upward direction month by month. You cannot break it down 
quite month by month, but certainly quarter by quarter. 
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On the blue overlay we have indicated the new securities offered 
for cash. The total figure of $13.1 billion previously mentioned 
includes such items as securities offerings which are not actually 
for cash but may be in exchange for securities, and other transactions 
of that kind. This net figure of new securities offered for cash 
exceeded $10 billion in fiscal 1956. That $10 billion is money which 
can only be provided to American industry from the savings of the 
American people who are investing in the securities markets. I 
think fundamentally one of the great purposes of the securities laws 
which we administer is to make it possible for the American public 
to have confidence in the integrity of the securities market. That 
confidence vanished in the 1920’s because of abuses, and our job is 
to see that those abuses do not exist again and, if they start, that 
they be stopped. Otherwise, the American public will not be willing 
to invest $10 billion or more a year. This year we think it will be 
$11 billion or more, possibly as much as $12 billion. 


INCREASE IN GROSS NATIONAL PRODUCT 


This next chart, depicting the increase in gross national product, 
suggests the importance of that $10 billion of new capital. The 
solid line is the gross national product figure, rising from $340 billion 
in 1952, breaking through $400 billion. 

I understand from reading the President’s Economic Report which 
was submitted a few davs ago to the Congress, that the quarterly 
rate in the last quarter of 1956 was $425 billion and that the total for 
1956 for the year was $412 billion. A very considerable amount of 
that is new capital money, money which has to be available to in- 
dustry. A considerable portion of it is provided by retained earnings 
and depreciation and depletion accruals, but the balance has to be 
supplied as new capital by the American investing public. 

Here is where that goes. This chart also shows that business plant 
and equipment outlays in 1952 were approximately $25 billion. It 
goes up a little in 1954, down a little m 1955, and in fiscal 1956 it 
went up, really skyrocketed, and it is up here now between $30 
billion and $35 billion, and we estimate it will be up around the 
annual rate of about $38 billion during the first quarter of the present 
year. 

Plant and equipment outlays by American business enterprises 
have to be provided in part by these new securities that are sold to the 
investing public. 

Without the investing publiec’s confidence in the integrity of the 
market, how will you get any such plant and equipment outlays as 
that? 

The last item on this chart is the Dow-Jones Industrial Index 
monthly average. Again you can see what has happened from 1951, 
a gradual rise through 1953, and then you see at that time you were 
around 250 on the Dow-Jones Industrial average, and then it really 
took off, so last April it was over 500. It is now around 460. 

I think that gives you an indication of the activity in the market 
and the tremendous importance of that new capital to the economy 
of the country. 
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REGISTRATION STATEMENTS FILED WITH THE SEC 


This next chart shows the number of registration statements filed 
with the Securities and Exchange Commission. The reason these 
figures are important is because these represent the registration state- 
ments that have to be examined by the staff, the men who work under 
Mr. Woodside’s direction in the Division of Corporation Finance. 

Back in 1951-52 it was under and then went over 600 registration 
statements a year. It tapered off a little in 1953, went up some in 
1954, and then it really skyrocketed again so it was up at about 825 
at the end of 1955. 

At that point this line indicates the estimate we submitted to this 
committee as to what we thought it would do in 1956 and 1957. 

Here is what it has done. It has gone up here so Mr. Woodside’s 
Division examined just under 1,000 registration statements last year. 

Now look at what we estimate for 1958. We estimate it will be up 
here about 1,200. 

Now look at what has happened to the staff in the meantime. 
This is the total staff of the Commission, which came down from 1951 
and 1952 when it went down under 1,000 for the first time since the 
Commission originally was established, and the staff went way down 
here until in June of 1955 there were 665 people aboard. 

The day I became Chairman on May 25, 1955, there were 665 
people on the rolls, and we had about 10 to 15 people farmed out to 
other agencies on a reimbursable basis so we could get through the 
year. Yet, look at this volume of registration statements. So we 
requested you to give us an increase in 1956 and again a generous 
increase in 1957, but we feel if we are going to do the proper examining 
job on these registration statements in 1958 we simply have to have 
more hands in the Division of Corporation Finance. 

I will not go further on that because Mr. Woodside is prepared to 
speak about it eloquently. 

One of the things we have run into in this difficult era from the en- 
forcement standpoint is that a number of these registration statements, 
the responsibility for the adequacy and accuracy of which is placed 
by the law on the registrant, a number of these registration statements 
have been filed with us in a manner suggesting carelessness and some 
in a manner suggesting fraud. 

The statute provides for a stop order. If we find a situation like 
that in a registration filed with us, the statute provides we can put it 
in a stop order to prevent those securities from being sold to protect 
the investing public, and for the first time in the past 2 years we have 
been exercising this stop-order power. It didn’t have to be exercised 
for a considerable number of years in the past. We had something 
like 10 stop-order cases last year, and we estimate it will probably 
be 20 or more out of the 1,200 registrations that we expect in 1958. 

When you have a stop-order proceeding it means you have to peel 
off layers, financial analysts, and so on and make an evidentiary 
record before a hearing examiner. The case is then considered by 
the Commission. This brings to bear the work of the Opinion Writing 
Division which has to help us write a decision on the case because we 
then move over into the quasi-judicial functions of the Commission. 

The Corporation Finance Division has set up in the past year a 
new branch to facilitate the handling of this increasing number of 
proceedings before the hearing examiners. 
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The suspension orders referred to in the chart refer to the small 
issues of $300,000 or less. We have a suspension power in the exemp- 
tive regulation, and you can see from the chart what happened when 
this uranium boom began, and these were sold under regulation A. 

We had to move in many times after the securities were sold 
because, being exempt, we didn’t find out about it soon enough. 
We issued suspension orders approaching 100 in 1956. We expect 
to have more than that in the current fiscal year, and we see no 
reason to expect a tapering off in fiscal 1958. 

I think that gives you an indication of the enforcement problem 
under the Securities Act of 1933. 


PERSONNEL OF SEC 


This next chart is designed to indicate the personnel trend since 1952, 
estimated, as we are presenting ‘t in this budget request, through 1958. 
You can see the total came down to just under 700, and then it leveled 
off and it increased in 1956 and 1957. This is what we are asking for 
1958. We believe that the reduction in force which has been made has 
very soundly resulted in a greater proportionate reduction in the 
Washington office and a smaller proportionate reduction in our regional 
and branch offices. <A great deal of the investigative work and broker- 
dealer inspection work is done in the field offices, so we have not 
decreased proportionately the field personnel. We expect to continue 
that philosophy in our administration, and we have attempted to 
indicate for 1958 that the bulk of the new people we are asking for will 
be in the field offices. The largest we are asking for is 46 people in the 
New York office, but an aggregate of over 90 for the field offices as a 
whole. 

I see we have an insert chart here showing ratio of field to total 
personnel which I just discussed. 


FEES COLLECTED BY THE SEC 


Mr. Tuomas. You have a good section on fees and we will put it in 
the record. Your fees will run around a million and a half dollars for 
registration of securities under the act of 1933, as I recall it, which is 
quite commendable. 

Mr. Armstronac. We have a chart which I would like to refer to, 
Mr. Chairman, which is in the annual report. I thought J had it here. 
It is also in the budget submission. 

Mr. Tuomas. You have a good breakdown in the justifications. 

Mr. Armstrrona. That is right, and it is in the statement which we 
submitted. 

But the interesting thing about it is that the percentage of fees to 
the appropriation has increased so that in 1957 the percentage of fees 
was 38 percent of the appropriation, whereas back in 1951 it was only 
17 percent. That indicates a proportionate lessening of the burden 
on the general taxpayer. Actual fees collected from fiscal 1951 to 
1956, and estimated for fiscal 1957 and 1958 is as follows. 





Percent | 
of fees to | Average 
appro- | personnel 


priation | 
| 


Fiscal year | Appropria- Fees 


| 
| 
cxpincachitheceh db censnibathdatetdaanhid é ‘ . 

} | 
meee STON Meera es De a ee $6, 230, 000 087, 022 | 
Sid teeiel Li ‘ vi obuesksoch det Lae "364. 447 | 
ee | aastoso | = 1,199,370} = 22.9 | 

5,000,000; 1,215,749) 243 

4, 843, 180 "703, 290 35.2 

5, 278, 000 | 2, O74, 211 38.0 

-aa-n--| 5, 749,000 |} 2,206, 850 | 38.3 | 
rT} 27 778,000 | ** 2358. 850 32.9 | 


17.5 | 
23.5 | 


| Estimated. 
2 Includes $370,600 as the Commission’s contribution to the civil service retirement fund, 


Mr. Tuomas. 32 percent for 1958; is it not? 

Mr. ArRMSTRONG. 32.9; yes. The reason for that reduction from 
1957 is because of the impact 

Mr. THomas. What about raising the fees? What has been done 
about that? Costs are going up all the time. 

Mr. Armstrrona. That is an excellent suggestion which we are 
presently studying at the request of Senator Fulbright, the chairman 
of the Committee on Banking and Currency of the Senate, and we are 
going to submit a report to him on that subject and also to Chairman 
Harris of the House Interstate and Foreign Commerce Committee 
within the next few weeks. 

Mr. THomas. It seems to me a man should contribute a reasonably 
small amount. If you are going to charge you should charge a fee 
that will pay for the service rendered. Pe ople don’t object to that. 

Mr. Armstrona. Mr. Chairman, the reason for the reduction of 
that percentage of fees to appropriation from 38.3 in 1957 to an 
estimated 32.9 in 1958 

Mr. THomas. The volume goes up and the income per pitch stays 
the same. 

Mr. Armsrrone. There is a new variance, sir. There is an item of 
$370,600 in our present budget request, which is the Commission’s 
contribution to the civil service retirement fund. Of course that hasn’t 
been in the budget submissions heretofore. That is as a result of the 
recent amendment of the Civil Service Retirement Act. 

Finally-we conclude with an historical chart of the badget estimates 
in the appropriations. I would just like to say to you, Mr. Chairman, 
and your fellow committee members, if you look at what you have 
done for us in 1955, 1956, and 1957, I think you gentlemen have made 
great contribution to the ability of the Commission, vou have made 
the most vital contribution to the ability of the Commission, to 
administer the Federal securities laws. You have really given us the 
wherewithal in these past 3 vears to do what we have been able to do, 
and we are extremely proud of this record here. 

I would like at this point, sir, to make available ourselves, the 
members of the Commission and the staff, to answer any questions 
you have. 

Mr. Tuomas. Your statement has been very helpful. It is a fine 
statement and very much to the point. 

Mr. Armstrone. Thank you, Mr. Chairman. 

Mr. Tuomas. I think you have all done a fine job. We have been 
a little exacting with the Commission at times, perhaps, but I think 
you have more than delivered and your job is becoming more difficult, 
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and your burden is increasing in volume and perhaps intensity. I am 
sure the committee will be delighted to go along with most of your 
request. 

SUMMARY OF COSTS, 1956-58 


I notice you have an increase of $1,429,000 this year, bringing your 
total budget up to $7,178,000 against $5,749,000 last year. 

Mr. Re eporter, at. this point in the record we will turn to that fine 
chart which tells the whole story and insert it at this point. 

(The information referred to is as follows:) 


SECURITIES AND ExcHANGE COMMISSION 


Actual costs for 1956, estimate for 1957, changes for 1958, and estimate for 1958 





(1) (2) | (3) (4) (5) 
Costs, 1956 Estimate, 1957 | | Changes for 1958 | Estimate for 1958 





onan shania mined _| wins 


Division or office | 
Man- Posi- a Posi- Agegreg: ate! Posi- | | scabs 
years Cost tions | ofannual| tions | of annual) tions | of annual 
salaries | salaries | | salaries 
as ata EE 
Executive offices.__- , 20. $178, 597 20 | $212, 615 | | - $212, 615 
Office of the Secretary. _- ; 5. 33, 044 | 105 | $3, 670 | 3 45, 775 
Office of Hearing Examiners 3. 39, 321 37, 805 | 3} 24,055 } 61, 860 
Office of Opinion Writing i. 57, 331 | ( 39, 9: 3} 18,220 | 2 | 88, 155 
Office of General Counsel 20.2} 153,812 | 28] 196,945 10,880; 207, 825 
Office of Chief Accountant_. 8.0 70, 671 70, 11! 7 10, 880 | . 5 
Division of Corporation Finance: | | 
Office of the Director. __- rts. 29, 226 5 | ; | 5 41, 400 
Branches of Corporate Anal- | | | 
ysis and Examination (6). 2. 1 790, 615 | ‘ 393, 835 | , 490 38 982, 325 
Branch of Administrative | 
Proceedings and Investi- 
gations - atl 9 | 4, 252 
Branch of Small Issues. 5.7 23, 783 
Branch of Chief Accountant 3. 26, 673 
Office of Chief Counsel. - of 54, 645 
Office of Engineering sust - GB , 384 
Office of Filings and Reports | i. 3, 606 


7, 980 | 4 34, 340 
4,170 Q | 48, 400 
3, 960 | , 41,125 
, 990 68, 855 
» 990 | | 52, 355 
5, 440 86, » 750 


29, 2; 
27, 
59, 86: 
43, 365 
Sl, : 


ND OWwWRW 


| mt ms RD OO RD 


Subtotal i tier 5. | 183 } 168 | il, 192, 5 | f 163, 020 192 | 1, 55, 550 





Division of Corporate Regula- | 
tion: | | | | 

Office of the eee ig 29, 058 | 4) 34,2 34, 290 

Branch of Public Utility | 
Reculetion. 22.2 | 183, 586 20 | , 37k 167, 375 

Branch of Investment Com- | | 
panies. eit ae | 3, 97: 19, 73: : 163, 710 

Office of Chief Counsel __- 3.6 9, 782 32, 84: 3 , 29% 47,140 

Office of Special Studies and | | 
Administration ; °?<€ 42, 263 | 8 | Y 4 ee : 3 | 49, 210 





Subtotal | 396,229 | 54 | 427, 695 | 


Division of Trading and Ex- 
changes: 
Office of the Director- 1 32, 935 | 53, 215 i 53, 215 
Branch of Enforcement .0 | 225, 590 | ¢ 275, 515 5 3, 15 / 298, 665 
Branch of Exchange Regula- | 
tion and Economic Re- 
search _. 8. ; 24, 135 | ( 5 | 3 20 | 137,900 
SEC Statistics | 10.5 34, : 3 , 865 15} 80,310 
Government Statistics i 75, 825 ( , 795 31, 795 26 136, 590 


Subtotal ‘ 22, 495 106 36, 695 A9, 985 122 706, 680 


Division of Administrative 
Management: 
Branch of Records and Serv- 
ice ‘ l 369, 420 
Branch of Personnel ae 5, 583 52, 3, 67 9 55, 760 
Branch of Budget and Fi- | 
NGNO...45 <in4<<-. Sia ethet ‘ 61, 541 13 : 3, 415 14 68, 625 


Subtotal. ...-......2....-| x 1 434, 566 _106 | - 4665, 479 : 28, 326 115 | | 498, 805 


Subtotal, departmental__| 443. 3 2, 949, 749 510 3, 351, 919 67 363, 066 577 3, 714, 985 
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SECURITIES AND ExcHanGE Commission——Continued 
Actual costs for 1956, estimate for 1957, changes for 1958, and estimate for 1958—Con. 


@) (2) (3) (4) (5) 
Costs, 1956 Estimate, 1957 | Changes for 1958 | Estimate for 1958 
Division or office | 
0 


Man- Posi- |A 
years tions 


gate} Posi- |Aggregate| Posi- | Aggregate 
annual} tions | ofannual| tions | of annual 
salaries salaries 


Regional offices: 

New Y .1 | $677,275 | 114 | $751, 670 $239, 185 

Atlanta_. ey AAT . 76, 184 14 | 95, 400 28, 735 

Boston y 70, 109 6, 390 bs f 
Chicago 52. 370, 071 3 57, 950 489, 410 
Fort Worth , 93, 646 , 148 38, 340 156, 485 
BROWER. cccnkoona- ; 150, 154 : 38, 540 : 231, 180 
San Francisco.....__._.____- 5. Q 38, 300 é 249, 465 
Seattle » f 3, 72 15, 955 129, 690 
Washington, D. C ; 99, 385 41, 515 ; 140, 900 


Subtotal, field__......_._. 1 }1, 781, 866 316 2, 104, 435 _504, 910 408 4 609, 345 


Personal services 706, 4 |4, 731,615 | 826.0 |5, 456, 354 ~ 867, 976 985 0 6,324, 330 
Less: Adjustment for lapses. ....|-......|........-.| 37.7 | 275,954 64,625 | 54.0} 340,579 
Net personal services .4 14, 731,615. 788. 3 151 180, 400 : 803, 351 | 931.0 | 5, 983, 751 
Positions other than permanent. 4 7, 211 5.0 | 25,500 3. 15, 549 . 41,049 
Regular pay in excess of 52 weeks. 18, 017 wihcicece) ay O80! hen ‘ 
Other payments for personal 
ON. ech che asinsdedcenk 2, 387 
Overtime and holiday pay 6, 210 | 
Total obligation, personal 
vi 4, 765,440 | 793.3 |5, 219, 250 
Less: Reimbursements for serv- 


ices performed . 6 30,200; 40 30, 250 


All personal services.......| 704.1 |4, 735, 240 780. 3 AD 189, 000 | 148. 5, 000 | 6, 028, 000 


Other obligations: 
y 156, 344 7, | ° ded 284, 500 
Transportation of things 3, 452 i 6, 100 
Communication services acae 1 206 208 ho 4- ce 26, | SP ibadn te 134, 000 
12, 480 . seqesel 12, 400 
Printing and reproduction... 93, 292 | 55, peaken 26, 81, 900 
Other contractual services...|.......| 68,572 |......- . Srihniasd 52, shad 108, 000 
Supplies and materials 64, 442 | 4 ba eel ‘ 76, 000 
Equipment Se 15, 180 coined 7 vikethnn 36, ¢ essary bigente 73, 500 
Grants, subsidies, and con- | 
tributions Slesisto che Bazssiisedcd 370, 6 ; 370, 600 
Refunds, awards, and in- | | 
demnities 























Subtotal, other obligations.) 


Total obligations 
Unobligated balance, esti- | 
mated savings...........|-- i 


Appropriation or estimate-|_.....- 5, 278, 000 |_......|5, 749,000 |... ....|1, 429,000 |.......| 7, 178, 000 


FuNcCTION OF THE COMMISSION 


Mr. Tuomas. We will also insert pages 1, 2, and 3 of the justifica- 
tions. } 
(The information referred to is as follows:) 


STATUTORY AUTHORITY 


The Securities and Exchange Commission is an independent, quasi-judicial 
agency. It administers: (1) Securities Act of 1933, (2) Securities Exchange Act 
of 1934, (3) Public Utility Holding Company Act of 1935, (4) Trust Indenture 
Act of 1939, (5) Investment Company Act of 1940, and (6) the Investment 
Advisers Act of 1940. By terms of chapter X of the National Bankruptcy Act, 
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as amended, the Commission also serves as adviser to Federal courts in corporate 
reorganization proceedings. 
PURPOSE 


The general objective of the statutes administered by the Commission is to 
prevent fraud, deceit, and manipulation in the sale and trading of securities, to 
enforce statutes requiring high standards of conduct in financial reporting and 
other activities of issuers of securities and brokers and dealers, to regulate public 
utility holding company systems and investment companies, ali in order to protect 
the interests of the public and investors. 


DUTIES 


The primary duties of the Commission under the above statutes are: 

1. Securities Act of 1933.—Administration of the law which, with respect to 
securities sold in interstate commerce or by use of the mail, has two basic objec- 
tives: (a) To provide investors with financial and other information concerning 
new issues of securities or outstanding issues owned by controlling persons offered 
for public sale; and (b) to prohibit misrepresentation, deceit, and other fraudulent 
acts and practices in the sale of securities generally. 

2. Securities Exchange Act of 1984.—This act requires the filing of registration 
applications and annual and other reports with national securities exchanges 
and the Commission by companies v hose securities are listed upon the exchanges. 
These must contain financial and other data prescribed by the Commission for the 
information of the investing public. 

The act also requires registration with the Commission of national securities 
exchanges, brokers and dealers engaged in an over-the-counter securities business, 
and national associations of such dealers. Their activities and practices are 
subject to regulation and disciplinary action by the Commission to prevent 
fraud in the purchase or sale of securities, to prevent manipulative practices 
in the over-the-counter and exchange markets, and to insure maintenance of 
just and equitable principles of trade for the protection of investors and the public. 

The act also subjects to Commission regulation short sales, stabilizing, floor 
trading, the activities of specialists and odd-lot dealers, and such matters as ex- 
cessive trading by exchange members. It further provides for control of the use 
of credit to finance the purchase of securities listed and registered on exchanges 
through establishment of minimum margin requirements by the Board of Gover- 
nors of the Federal Reserve System. 

3. Public Utility Holding Company Act of 1935.—This act provides three areas 
for regulation of holding companies controlling electric and gas utilities: (1) Physi- 
cal integration of public utility and related properties of holding company systems, 
and simplification of financial and intercorporate structures of those systems; 
(2) regulation of financing operations, acquisitions and dispositions of securities 
and properties, accounting practices and servicing arrangements of holding 
company systems; and (3) exemptions of certain companies from provisions of 
the act and regulation of the rights of persons affiliated with «a public utility to 
acquire securities of other public utilities. 

4. Trust Indenture Act of 1939.—The rights and interest of purchasers of debt 
securities issued under mortgage indentures and so!ld pu'licly are safeguarded 
through provisions of this act requiring elimination of exculpatory clauses from 
and inclusion of protective provisions in indentures. The act also requires that 
the indenture trustee, who as a representative of the debt holders has the duty to 
see that the covenants in the indenture are adhered to, shall be “independent”’ 
and free of any interests which might conflict with the proper exercise of his duties. 

5. Investment Company Act of 1940.—This act provides for the registration with 
the Commission of investment trusts and investment companies, and subjects 
their activities to regulation in accordance with prescribed standards in the 
interest of protecting investors, 

6. Investment Advisers Act of 1940.—Persons who, for compensation, engage 
in the business of advising others with respect to their security transactions must 
register with the Commission. 

7. National Bankruptcy Act, chapter X.—To aid the Federal courts in the 
administration of the affairs of debtor corporations being reorganized under 
chapter X, the Commission participates actively as a party to the proceedings 
in those cases in which a substantial public investor interest is involved. 

The Commission is assisted by a staff of professional employees, including 
lawyers, accountants, engineers, security analysts and examiners, and by admin- 
istrative and clerical employees. The staff is organized into separate divisions 
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and offices, including nine regional offices, eacn ander the charge of a division 
director or office head, and each of which is responsible for the performance of 
certain functions in the administration of the laws assigned to the Commission. 


Mr. Tuomas. We are reasonably familiar with your activities. 


OFFICE OF THE GENERAL 


COUNSEL——PERSONNEL 


DATA 


Mr. Reporter, insert the table on page 39 in the record. 
(The information referred to is as follows:) 


Personal services data sheet, Office of General Counsel 


General Counsel__-_--- 
Associate General Counsel_- 
Assistant General Counsel____-- 
Attorney -_-....- . 

bern te 1 ae 

Do___- 

ee i 

- eee e 
Various... 


Total. 


Average employment and cost- 


Part-time employment and cost... 


Grade 


GS-17___- 
GS-16-_- 
GS-15. 
GS-14... 
GS-13__. 
GS-12___. 
MS-11.____- 
GS8-9_. 

GS-8 and under 


| 
} 
ia 
| 
| 


Estimate, 1957 


Num- | Annual 
salary 


1958 


| increase 


$13, 975 


12, 900 
34, 830 
10, 750 
27, 830 
5, 140 


2, 780 | 


6, 3 20 


| 
| 
Non 
| 


| Num- 


Estimate, 1958 


Annual 
salary 


$13, 975 
12, 900 
34, 830 
10, 750 
27, 830 
15, 140 
12, 780 
27, 200 
52, 420 


ber 





eh Rh a cei de iene 


Mr. THomMaAs. 
executive setup? 

Mr. ARMSTRONG. 

Mr. THOMAs. 
point. 


1 
ei 
———— 


Do you have 


EXECUTIVE 


Yes, sir. 


Yes. 


OFFICES 


a consolidated 


table 





207, 825 


2 — 
| Rorow cmc | 


"194, 500 
1, 700 


196, 200 


showing the 


That will be inserted in the record at this 


(The information referred to is as follows:) 
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Consolidated personal services data sheet 


(Includes executive offices, Office of the Secretary, Office of Hearing Examiners, 
Office of Opinion Writing, Office of Chief Accountant, and Office of General 
Counsel) 


Estimate, 1957 Estimate, 1958 


Num- Annual | Num- Annual 
be salary bet salary 


aw 


Commissioner - - 

Executive Director _---..--- _...) GS-17 
General Counsel | GS-17 
Chief Accountant___------- GS-16 
Executive Assistant to the Chair- | GS-16 

man. 

Associate General Counsel. __.......| GS-16 
Director, Opinion Writing-.........| GS-15 
Assistant Executive Director | GS-15 
Assistant General Counsel : GS.15 
Secretary of Commission_...........| GS-14 
Hearing examiner_...-..............| GS-14 
Associate Director, Opinion Writ- | GS-14 


$100, 500 7 
. 190 14, 190 
3, 975 13, 975 
3, 760 13, 760 
3, 115 13, 115 


2, 900 12, 900 
2, 420 | | 12, 420 
. 610 | 11, 610 
34, 830 : 34, 830 
, 180 | 11, 180 

3, 325 2 53, 965 
, 965 10, 965 


vt CO et et et 


moo 


, 965 
70 | 
57, 230 
9, 915 
38, 280 
, 860 
, 430 
12. 780 
6, 390 — 
5, 
5, 845 |_- 
21, 760 | 


ing. 
Assistant Chief Accountant _.-| GS-14 
POONOOT .. BS. ctiwwodednocencunts) es @O714 
Do | GS-13 
Wpeneaitant) J. -... sees GS-13 
Attorney ; GS-12 
GS-12 
Assistant maenide of Commission_.| GS-12 
Attorney | GS-11 
Accountant | GS-11) 
Recording secretary of Commission_| GS-10 
Confidential assistant | GS-9 
Attorney |} GS-9... 
| GS-9 Bs ee 


I - negah ct thconswenen e _.| GS-8 and under | “29 | 129, 630 


met bet et BD et et ed et et 


me ee et ee te 


|e 


ee set eet: : sapere Se Ts 76 529, 520 


Average employment and cost. _.-._|_- . ait 2. "605, 802 | 
Part-time employment and cost ak aad i 4, 598 





Gretidl eitalics ocpieises 04)... 610,400 |........| 84 673, 500 


DIVISION OF CORPORATION FINANC} 


Mr. THomas. You have a good table on page 56, Division of Cor- 
poration Finance, cost $1,292,000. Insert that in the record. 
(The information referred to is as follows:) 
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Personal services data sheet, Division of Corporation Finance 


Estimate, 1957 Estimate, 1058 


Grade = | |} 1958 
Num- Annual j|increase} Num-}| Annual 
ber salary ber salary 


$13, 760 $13, 760 
11, 880 11, 880 
48, 330 48, 330 
12, 420 12, 420 
12, 150 4 
83, 850 
10, 320 
10, 535 
10, 320 
10, 535 |. 
10, 535 

8, 990 | 

115, 835 
18, 195 
68, 950 
57, 595 


"7, 570 
117, 590 | 
17, 505 | 


57, 73 


Division Director 
Associate Division Director 
Assistant Division Director. 
Chief Counsel 


Chief of Branch......_.__- —iminiesaad 

Chief of Section_..._..___- 

Mining engineer 

Oil and gas engineer 

Valuation engineer 

Accountant. 

Chief of Braneh_-__.___- 

Chief of Section 

Financial analyst 

Attorney --_-..... 

Accountant__......- 

Mining engineer 

Chief of Section 

Financial ane. 

Attorney - 

Accountant... __- 

Financial analy st_ 107, 245 

Attorney - 61, 595 

Accountant lect decatie ‘a sbi aliei 

Chief of Section.........._.___- Re ole ea 6, 385 

Financial analyst - - prrereerse ithe} Ss Coal 71, 625 

Attorney --_-_. nana Abd : | 11, 285 

Administrative ae | GS 6, 250 
223, 560 


WR a asd eed la. __ 168. _1, 192, 590 | 


-_ 





OnnwNK RK eRe HK Oe eR hee 





_ 


Cosi! 
_ 


_ 
— 


DeKwS TO Ree OSohHRHReR HOH Ree 


5; S- 








Average employment and cost......)........-.-.-.-.--| . 1, 143, 3,059 
Part-time employment and cost.....|..............-.-- 0.8 541 | 


NE i dceatnacendbbuyintan cates | 161. 6| 1,145,600 | 








Mr. Tuomas. You show an increase of 24 positions this vear 
against last vear, 192 against 168. 
Mr. Armstrona. Yes, sir. 


FUNCTION OF THE DIVISION 


Mr. Tuomas. Let us insert your functional statement here; pages 
40 and 41. 
(The information referred to is as follows:) 


DIVISION OF CORPORATION FINANCE 
FUNCTIONAL STATEMENT 


The Division of Corporation Finance assists the Commission in the discharge 
of those responsibilities relating to (1) the prevention of fraud in the public 
offering of new securities; (2) establishing and requiring adherence to standards 
of adequacy and fairness in economic and financial reporting by companies, under- 
writers, and others with respect to securities traded on national exchanges or 
offered for vublic sale; (3) establishing, in collaboration with the Office of the Chief 
Accountant and in cooperation with the accounting profession, sound standards of 
auditing and accounting procedures and practices: (4) establishing and requiring, 
with respect to securities traded on national securities exchanges, adherence to 
standards of fair disclosure and fair dealing in the solicitation of proxies for the 
election of directors or the accomplishment of other corporate actions, such as 
mergers, consolidations, reorganizations, recapitalizations, acquisition, or disposi- 
tion of assets; and (5) the enforcement of statutory provisions requiring the 
inclusion of certain protective provisions in indentures governing debt securities, 
including high standards of conduct on the part of indenture trustees. The 
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Division also enforces the financial reporting and disclosure provisions of the 
Investment Company Act of 1940, and reviews sales practices in the public 
disiribution of securities and sales literature used for that purpose. 

Realinement of functions and personnel of the Division was effected on July 2, 
1956, for the purpose of discharging the Division’s responsibility in a more efficient 
and expeditious manner. Formerly the Division had 12 separate sections perform- 
ing the examining functions under the various statutes. This work is now con- 
centrated in six Branches. A newly created Branch of Small Issues is responsible 
for the overall direction, coordination, and administration of the functions per- 
formed by the Division and the regional offices pertaining to regulation A. A 
Branch of Administrative Proceedings and Investigation was created to supervise 
and be responsible for the conduct of stop-order proceedings, suspension proceed- 
ings, and formal investigations, thus concentrating in the one Branch responsibility 
for this specialized function, which formerly had been performed by the examining 
sections. Under this realinement, the handling of administrative proceedings and 
investigations will not interfere with the normal time scheduled operations of the 
examining Branches of the Division. In this connection, there are many cases 
which must be completed in a relatively short period of time after filing because 
of statutory time limits or time schedules of registrants for public finaneing and 
the solicitation of proxies. 

Justification 


Personal services 
Fiscal year — oo Pa on. ie 
Cost Average em- 
ployment 


$1, 145, 600 161.6 
146, 400 21.8 


4, 202, 000 183.4 








WORKLOAD DATA 


Mr. Tuomas. You have workload tables on pages 49, 50, 54, and 
55. We will insert those. 
(The information referred to is as follows:) 


Tasprz I 


Actual | Current Estimated 
1956 1957 1958 


Securities Act of 1933: 
Registration statements filed ____ 
small offerings exempted: 
Regulation A notifications 
Regulation B offering shects .. 
Regulation D notifications 
rrust indenture Act of 1939: Indentures filed for qualification -_| 
Securities Exchange Act of 1934: Applications filed for registra- | 
tion of securities on exchanges 232 | 250 
Investment Company Act of 1940: New investment companies | 
registered mee eda ns ‘ ball 10 
Proxy solicitations: Preliminary proxy statements filed. ...._| 2,016 2, 080 | 
Interpretative letters received and answered, all acts_..-..-.| 1, 981 2, 000 | 
| } 


1 Regulation D was consolidated with Regulation A during the current 1957 fiseal vear. 
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TaBLe IV 


Securities Exchange Act of 1934: 
Annual reportsform 10-K, ete.): 

Pending at beginning of ln i a 2, 808 

on Ao 5 een a ocusenacdanechn® 2, 974 

Cleared during the year__............-..-..2--....-... 2, 891 

Pending at end of year___...-...--......------.-..-..- 2, 891 

Semiannual reports (form 9-K): 


Pending at beginning of year_................-.....--. () 

Filed during the year-_-__............-...-.-.-.....---. 2, 066 
Cleared during the year................-.--....--..-.- 1, 861 
TG OUNCE OE nn oi needa wpmesonanieg 205 

Current reports (form 8-K): 

Pending at beginning of year_.....................--.. | 619 
Filed during the year.............-....-.--.-...--.-.. 4, 283 | 
Cleared during the year.-...........-.......-.-.--.--» 3, 997 
ee oo oe co cumadedecsenne 905 | 


Investment Company Act of 1940: 
Annual reports (form N-30A-1, etc.): 


Pending at beginning of year ‘ 271 
Filed during the year-_----- 7 267 
Cleared during the year_.---- -- vote vbnnaat 245 
Pending at end of year 293 
Quarterly reports (form N-30B-1): 
Pendingrat-beginaing of year _- 128 
Filed during thé year---_- -- Sta : s 195 
Cleared during the year_- 231 
Pending at end of year - 92 


Reports to stockholders under sec. 30 (d) (containing 
financial statements) : 


Pending at inning of year.. awe d 403 
Filed during the year ‘ | 698 
Cleared during the year_-- | 615 
Pending at end of year... 486 
Sales literature of investment companies: 
Pending at beginning of year 472 
Filed during the year 1, 935 
Cleared during the year 1, 229 


Pending at end of year 1, 178 
Ownership and transactions reports of officers, directors, and 
principal holders of equity securities: Filed during the year 

I wit nncnninneennh icine ean tat Matti 32, 001 


1 Form 9K for 1 semiannual report to be filed by most registrants filing annual reports on form 10-K was 
adopted on June 23, 1955. 


for 1957? 





2, 891 
3, 050 
3, 241 
2, 700 


205 
2, 125 


250 
905 
4, 325 


4, 355 
875 


32, 700 


Mr. Tuomas. What is the figure as to applications filed for regis- 
tration of securities on exchanges as of January 1, or any recent date 










2, 700 
3, 125 
3, 425 
2, 400 


250 
2, 190 
2, 165 
275 


875 
4, 400 
4, 475 
800 


2, 100 
2, 400 
600 


33, 30U 






Mr. Armstrona. The first 6 months of the current fiscal year was 


110. 


Mr. THomas. That means you miss your guess of 250 for the entire 


year? 


Mr. Armsrronec. No. It is pretty difficult to judge it. 


Mr. Tuomas. That is close enough. 


Mr. Armstrona. It is based on our trend line and projection. 


Mr. Tuomas. I might point out that the increase of 159 total 
personnel is to do a job of what the chairman has been talking about 
for almost an hour, of enforcement work. This is an enforcement 
agency. You have a half dozen laws designed to protect the investing 
public against fraudulent practices, which means when a fraud i 
perpetrated on them they will lose their money, anywhere from zero 


up to 100 percent of their investment. 


With this personnel you are attempting to save them money. 


That is the long and short of it; is it not? 
Mr. Armsrrone. That is right, Mr. Chairman. 
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DIVISION OF TRADING AND EXCHANGES 


Mr. Tuomas. Let us look at the trading and exchanges activity. 

We will insert the tables on page 72, where you have an increase to 
122 positions against 106 last year, total cost $669,300 in 1958 against 
$603,900 in 1957. 

(The information referred to is as follows:) 


Personal services data sheet Division of Trading and Exchanges 


Estimate, 1957 Estimate, 1958 


Title | ~~} 1958 [7 
Num-| Annual jincrease) Num-| Annual 
| ber | salary | ber | salary 


$13, 115 
11, 610 
23, 760 

11, 180 | 11, 180 

11, 180 11, 180 


Division Director-_- Gia ee 1 
l 
2 
1 
I 

11, 395 1 11, 395 
1 
1 
I 
i 
4 
$ 
1 


Associate Division Director. | GS-15... 
Assistant Division Director GS-15 
Chief of section _ -- | GS-14 
Consultant 7 ; | GS-14 
Special counsel... Piri GS-14_. 
DttOENOE 4. 1b5<<i ...-| GS-14.. 
Chief of section GS-13 
Financial analyst Seas GS-13 
Statistician __ b GS-13_- 
Attorney-...- ey reer a 
Financial analyst.-.................| GS-12 
Statistician ee : Gs-12 
Accountant investigator... ...- .| GS-12... 
Attorney... ..-.--- ,=++-~} GS-12... 
Analyst-. - ressmnest Asem bues 
Financial analyst . GS-11-- 
Statistician _ ke aie GS-11... 
Attorney ‘ swabs Ranks | GS-11. 
Legal examiner satel GS-9 
Statistician , Gs-9 
Attorney ‘ GS-9 
Accountant ‘ G?-9 
Various. GS-8 and under 


$13, 115 | 
11, 610 
23, 760 


10, 635 10, 535 

9,850 9, 850 
10, 280 10, 280 

9, 205 9, 205 
39, 830 39, 830 
58, 795 5 
32, 000 


58, 795 

32, 000 
8, 215 8, 215 
16, 860 2 16, 360 
7, 480 7, 680 
14, 070 > 070 
6, 390 5; 390) 
25, 990 2°, 990 
6, 200 5, 250 
34, 260 » 5, 140 
11,015 d y 

11, 285 

241, 945 


mt phe ND ee ee eB 


> 


H no oo 


Total ; 106 636, 695 
Average employment and cost 100. 4 600, £94 
Part-time employment and cost __-- 1.3 3, 306 
Grand total... ; 101.7 900 5. § 669, ; 


Mr. Tuomas. Last year’s salary cost included your Classified Pay 
Act inerease; did it not? 
Mr. Armstrona. Yes, sir. 


FUNCTION OF THE DIVISION 


Mr. Tuomas. Insert pages 57 through 61, Mr. Reporter. 
(The information referred to is as follows:) 


Division oF TRADING AND EXCHANGES 


FUNCTIONAL STATEMENT 


The Division of Trading and Exchanges is responsible (1) for administering the 
provisions of the Securities Exchange Act of 1y34 and the Investment Advisers 
Act of 1940 pertaining to the detection and prevention of illegal or fraudulent 
practices in, the marketing and trading of securities both on the exchanges and in 
the over-the-counter’ markets; (2) the registration and regulation of securities 
exchanges, brokers and dealers, and investment advisers; (3) associations of securi- 
ties dealers and national securities exchanges; (4) the compilation and analysis of 
financial statistics; and (5) the coordination and supervision of the investigative 
and other enforcement activities of the regional offices insofar as they relate to the 
Commission’s enforcement program. 

The Division consists of the Office of the Director and two branches: the Branch 
of Enforcement and the Branch of Exchange Regulation and Economic Research. 
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Justification 


Personal services 
i — 
Fiscal year 
Cost Average em- 
ployment 


1957__. eh Oars | $608, 900 | 
Increase . . 2 } 65, 400 | 


669, 300 


The Branch of Enforcement has general administrative supervision of all of 
the elements of the Commission’s enforcement activities relating to broker- 
dealers, and securities exchanges. It is composed of three sections: (a) the 
Section of Enforcement, (6) the Section of Broker-Dealer Registration and (ce) 
the Section of Securities Violations. 


A. Section of Enforcement 

This Section performs the following functions: (1) reviews reports of investiga- 
tion of regional offices and makes appropriate recommendations to the Com- 
mission; (2) processes complaints indicating possible violations of the statutes 
administered by the Commission; (3) reviews proceedings in actions instituted 
by the Commission to enjoin violations of the acts and regulations; (4) super- 
vises broker-dealer inspections and processes reports thereof; (5) reviews financial 
reports of broker-dealers; (6) maintains liaison with the National Association of 
Securities Dealers, Inc., and processes filings by the association and reviews 
disciplinary proceedings by that body; (7) processes petitions to the Commission 
respecting actions of the Association; and (8) supervises administrative pro- 
ceedings for the revocation or denial of registration of broker-dealers and invest- 
ment advisers. Investigations are conducted primarily through the staffs of 
regional offices, subject to supervision and review of this Section. 

During fiscal 1956 and 1957 the Commission has placed increased stress on the 
necessity for a vigorous Enforcement Program to protect the investing public in 
the securities markets. The implementation of this policy, with the limited per- 
sonnel available in the regional offices in fiseal 1956, caused the development in 
the investigation and enforcement work of those offices of more eases than could 
be thoroughly processed. The regional offices are making a great effort to keep 
abreast of the increased enforcement workload in 1957 with the additional per- 
sonnel provided for the current year, but it is not anticipated that the excess of 
work will materially change in 1957. In fiscal 1958 every effort will be made to 
keep abreast of the regional offices. Since the workload of the Section of En- 
foreement depends largely upon the output of enforcement work from the regional 
offices, this will produce a material increase in the workload of the Section of 
Enforcement. 

The following tabulation represents the workload pertaining to the ma‘or 
activities of this Section: 
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Investigations of violations of the securities acts 


Actual, Estimated, | Estimated, 
fiscal year fiscal year | fiscal year 
1956 1957 | 1988 


Pending at beginning of the year. - 
Opened during fiscal year-__. : 





Subtotal. __- ; 
Closed during fiscal year 


Pending at end of year____- 
Administrative proceedings to deny or revoke registrations of 
brokers and dealers or to expel from NASD: 

Pending at beginning of year_._- Z 

Cases opened during year. 
IEE cote. cost 2 ee 

Closed during year ........__.- 
Pending at end of year.______- 





Review of broker-dealer inspection reports: 
Inspections pending review in home office at beginning of 





0 
1, 300 | 2, 075 


Subtotal. ____- ad Be 52 | 1, 300 | 2, 475 
Reviews completed during year-___-__- ‘ Sut 952 | 900 2, 475 








Tie a Le on oe o-=f | ’ 400 | 0 


To provide additional investor protection, the Commission has initiated a policy 
of making individual review of the net capital position of each underwriter of new 
offerings of securities in order to make certain that underwriters do not assume 
commitments beyond their financial capacity. This policy has placed a substan- 
tial additional burden upon the accounting staff of the Section in fiseal 1957. 

The addition of 4 positions (3 professional and 1 clerical) in 1958 over 1957 
provides for an estimated (1) 75 percent increase in the review of reports of investi- 
gations; (2) 27 percent increase in administrative proceeding cases to deny or 
revoke registrations of brokers and dealers; and (3) 175 percent increase in the 
review of broker-dealer inspection reports. 

B. Section of broker-dealer registration 

The primary functions of this Section are: (1) to examine and process applica- 
tions for registration and supplemental reports filed by broker-dealers and invest- 
ment advisers; (2) to examine applications for withdrawal of registrations; (3) to 
institute proceedings for cancellation of registrations in appropriate eases; (4) to 
maintain necessary dockets, files and records relating to registration and registra- 
tion requirements. 

Simplified forms of application for registration as broker-dealer and investment 
adviser were adopted effective March 1, and July 1, 1954, respectively. In 
order to give registrants who had filed applications on old forms the benefit of the 
simplified reporting requirements, the Commission provided by rules that each 
registered broker-dealer and investment adviser should file a supplement on the 
appropriate new form on or before September 1 and Deeember 31, 1954, respec- 
tively. Approximately 4,700 of such supplements were filed, of which 3,900 
remain to be processed. Additional personnel in 1957 will reduce this backlog 
considerably. 

The following statistics represent the workload of this Section. 
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Applications for broker-dealer registration 





| t 
| 





























Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 
— 
Applications on hand at beginning of year_._______- ; il 49 53 53 
Applications received during year__-__- phase bg ee 1764 775 | 775 
Subtotal_. Babs se es = 6 ans 2 oy 813 828 828 
Applications disposed of during year____ af Oe ee, ee 7€0 775 828 
Applications pending at end of year_..._.._._.._- a 53 53 0 
Number of broker-dealers registered_....................-.-..- 4, 591 4, 800 5, 000 
Amendments to registration of broker-dealers: eee 
Pending at beginning of year_...._---- otis coe a 518 397 157 
Received Guring year. ............ 222222 ona 1, 616 2, 260 3, 150 
Subtotal_....._. ll eee hth eal tienda tes 2, 134 2, 657 3, 307 
Disposed of during period_.__- a ; ase ; | , 77 2, 500 3, 307 
Pending at end of year.................----. -----| 397 157 | 0 
Applications for registration of investment advisers: Se 2 ! 
Applications on hand at beginning of ve ep REALE RE ee 14 | 20 | 20 
Received during year_____..____- bien 2 207 220 230 
Subtotal ._...___. ai iatele betdSe nome ei 221 240 26 
Disposed of during year..........-.____- SeaeepoeaN 201 220 230 
PE ON OE I iii cine ocsldnsovencendcns 20 20 20 
Number of investment advisers registered at end of year__| 1, 309 1,410 | 1, 525 
Amendments to registration of investment advisers: ' i ial BAY 
Pending at beginning of year__....________- tes A 219 | 333 333 
Received during yeur._.........-- ce de sane 438 | 700 | 745 
SES pce rie ea ees Et cel ok sted cee dense sclnce 657 1, 033 1, 078 
Disposed of during year................-.-2....-2.-222.22. 324 700 | 1, 000 
Cee ee ee ne cehpanacuen 333 333 | 78 











1 In addition to the broker-dealer applications received and filed, 215 were received, preliminarily exam- 
ined, and returned as unacceptable. 

2 In addition to the investment adviser applications received and filed, 33 were received, preliminarily 
examined, and returned as unacceptable. 


STATISTICAL PROGRAMS 


Mr. THomas. What are you doing in the compilation of financial 
statements, and so forth? Whereabouts do you fit in the overall 
statistical picture? 

Mr. Loomis. We have six major statistical series which relate, so 
to speak, to the Commission’s own work, that is, statistics with 
respect to registrations, securities offered, and so on. 

Mr. Tuomas. Detail it. Give us a brief description, the cost of 
each. 

Mr. Looms. All right, sir. There are 10 of these programs. The 
first one is a compilation of statistics with respect to registration of 
securities, and also exempt offerings under regulation A, that is the 
small offerings. 

The estimated cost of that for 1957 is $17,000. We estimate the 
cost of that 

Mr. Tuomas. This is all wrapped up under the printing and 
binding? 

Mr. Loomis. It is not printing and binding. That is the cost 
primarily of the statistical manpower. 

Mr. Tuomas. Is there a separate item covering printing and 
binding? 
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Mr. Loomis. Printing and binding doesn’t come under the statistical 
program as such. 

Mr. Tuomas. You gave me the salary cost? 

Mr. Loomrs. That is right. Then I can give you the overall figures 
for nonsalary costs for the whole statistical work. 

Mr. Tuomas. Go ahead. 

Mr. Loomis. For the registration regulation A statistics, the esti- 
mate for this year is $17,000 salary costs, at 3.3 man-vears; for 1958 
we estimate $28,500 and 5.3 man-years. The reason for the increase 
there is the fact that we are going to really for the first time compile 
statistics with respect to these smaller exempt offerings which have 
increased so much in amount, and to obtain information as to what the 
cost of making an offering of that type is. 

Mr. Armstrona. On that cost of flotation and small issues, that isa 
type of activity which we have been urged to do both by the two com- 
mittees that have jurisdiction over us and by other committees that 
are concerned with small business, because we are most concerned with 
getting information about the ability of small business to obtain new 
capital. 

Mr. Loomis. The next one is the statistics we publish concerning 
the offerings and retirement of securities generally and overall, new 
offerings and retirements both subject to registration and otherwise. 
That has a cost of $25,000 we estimate, and for 1958 it is approximately 
the same, $25,150. 

The next one is on cost of flotation for registered securities. . That is 
going to go down by about 50 percent, from $10,000 to $4,000 because 
that study has been substantially completed and soon will be published, 

The next one is the collection of statistics concerning the financial 
condition and resources of broker-dealers, the securities industry as a 
whole. . That cost $2,000 for 1957. We plan to increase that to $5,990. 
That is a field again where there has not been much information 
available, and where it is needed both to show the place of the se- 
curities industry in the economy and for our own work, which the 
Chairman mentioned, of determining what the capital requirements 
for brokers and dealers should be. 

You have to know what they are in order to arrive at an informed 
judgment on that. 

Next is a study with respect to the financial condition of investment 
companies. That is new and it will cost $3,670. That has been 
requested of us by many people who are interested in the growing 
importance of those companies and we seem the logical agency to do 
it because all the data comes in to us since they are registered, 

Next are special studies which are done ordinarily at the request of 
other agencies of the Government or committees of the Congress. 
That will cost, we estimate, the same as it did last year, $10, 500, 
making a total estimated cost for what we call the SEC statistics of 
$68,850 for 1957, and for the fiscal year 1958 of $78,140. 

The next division of our work is our participation in the Govern- 
ment’s financial statistics program which Mr. Boland is very familiar 
with. 

The first element we have there is the quarterly financial reports of 
American manufacturing corporations. We put out once a quarter a 
composite financial statement of all American manufacturing corpora- 
tions. That cost $40,000 in the 

88278—57—pt. 1-45 
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Mr. Tuomas. That is the big one? 

Mr. Loomis. Yes; and we estimate it will be the same, perhaps 
two or three hundred dollars more, in the new budget. That is the 
big one because there is a lot of work we have to do on that. 


PLANT AND EQUIPMENT EXPENDITURES 


Next is the plant and equipment expenditures studies which we 
produce periodically. We show what plant and equipment expendi- 
tures are and perhaps, more important, the forecasts 

Mr. Tuomas. Have they reached a peak yet? Will calendar 1957 
exceed 1956? 

Mr. Loomis. I am not sure what the forecast for the future is. [ 
believe it is pretty well steady. I think it is expected perhaps to be 
up some. 

Mr. Armstrona. Are you talking plant and equipment? 

Mr. THomas. Yes. What about the cutbacks of General Motors, 
General Electric and 2 or 3 others? Will that upset the table? 

Mr. Loomis. Those people said notwithstanding those cutbacks 
they didn’t think their overall plans would be materially reduced. 

Mr. Armsrrona. To complete the record on the plant and equip- 
ment expenditure, I would like to suggest that there be included in the 
record the first two paragraphs of Securities and Exchange Commis- 
sion Statistical Series Release No. 1421, dated December 7, 1956, 
which is the latest plant and equipment expenditures release. 

Plant and equipment expenditures of business are expected to advance to a 
new high in the first quarter of 1957 according to businessmen’s anticipations 
reported to the Securities and Exchange Commission and the Department of 
Commerce in late October and November. Expansion programs are scheduled 
at a seasonally adjusted annual rate of about $38 billion in the first quarter of 
next year, 1957, as compared with a current rate of $374 billion and almost $36 
billion in the third quarter of this year, 1956. In the first quarter of next year, 
1957, expenditures are scheduled to be almost 50 percent higher than in the first 
quarter of 1955, the low for the recent period. 


Mr. THomas. When was this written? 

Mr. ArmstronG. December 7, 1956. 

Mr. Tuomas. The rest may be inserted in the record. 
(The information requested is as follows:) 


{For release in morning newspapers of Friday, December 7, 1956] 


SECURITIES AND EXCHANGE COMMISSION 


Washington, D. C. 
Statistical series 
Release No, 1421 


PLANT AND EQUIPMENT EXPENDITURES OF UNITED STATES BUSINESS, 1956-57 


Plant and equipment expenditures of business are expected to advance to a 
new high in the first quarter of 1957 according to businessmen’s anticipations 
reported to the Securities and Exchange Commission and the Department of 
Commerce in late October and November. Expansion programs are scheduled at 
a seasonally adjusted annual rate of about $38 billion in the first quarter of next 
year as compared with a current rate of $3744 billion and almost $36 billion in the 
third quarter of this year. In the first quarter of next year, expenditures are 
scheduled to be almost 50 percent higher than in the first quarter of 1955, the 
low for the recent period. 

If fourth-quarter programs are realized, capital outlays for the full year 1956 
will amount to a record $35 billion—22 percent more than last year, the previous 
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record. This increase is the same as that projected by business in the early part 
of this year. 

The current survey finds that most industries were unable to meet the third- 
quarter programs reported in a similar survey 3 months ago. Fourth-quarter 
programs have also been scaled down moderately. These results may in part 
reflect the effect of last summer’s steel strike on capital goods deliveries. 

The annual rate of expenditures planned in the first quarter of 1957 is 8 percent 
above the average for 1956. As can be seen in the following table, railroads are 
planning the largest relative increase with utilities and nondurable goods manu- 
facturing also scheduling larger-than-average increases. Moderate increases 
are shown in the programs of durable goods manufacturers, nonrail transportation 
firms and commercial companies while outlays for the mining group are little 
different from the 1956 average. 


Percent increase, seasonally adjusted, first quarter 1957 





1956—first 
quarter 


1956—quar- 
terly average 





Manufacturing - -------.- 
Durable 
Nondurable le goods. 
Mining-. mitidiacailiiird dient 
Railroads - d 
Other transportation _ - 
Public utilities - - 
Commercial and other 


S| oBEBo BEN 


The rise from the fourth quarter of 1956 to the first quarter of 1957—after 
seasonal adjustment—is attributable mainly to the higher programs of public 
utilities, communications companies and railroads. Little or no change is indi- 
eated for the other major groups. 

Mr. Tuomas. General Motors and General Electric and some of 
the big ones have canceled out several millions of dollars in projects 
since you wrote that. The question is what is the information as of 
today on plant and equipment this year as against last year? 

We have read some statements in the Wall Street Journal, Dow- 
Jones and other publications which indicate there may be a falling 
off. Is it the opinion of the Commission it will remain at about the 
same level it was last year? 

Mr. Armsrrone. I believe, Mr. Chairman, we are not in a position 
to give more recent estimates than what we gave here. 

Mr. Tuomas. Those are fair and accurate as of today? 

Mr. Armstrong. Yes, sir. Our next survey will be completed 
and submitted in March, and we will make that available to you. 
Data for that is being collected now but it is not analyzed. I will 
have to rely on this, therefore. 

Mr. Tuomas. Those figures are quite impressive. 


TOTAL COST OF STATISTICAL PROGRAM 


Mr. Tuomas. All right. Give us the dollar costs of the 10 pro- 
grams. Give us the number of jobs for this year and the dollar costs. 

Mr. Loomis. All right, sir. We estimate that the personal services 
cost for the whole program for fiscal year 1957 is $172,000 and we 
estimate it at $214,000 for the new budget. 

Mr. Tuomas. Those are the 10 programs? 

Mr. Loomis. All of the programs. 
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Mr. Tuomas. What about the other objects added to your salary 
costs? How much will that increase the figure of $214,000? 

Mr. Loomis. We expect the $214,000 will be increased to $241,000. 
The major increase is in the contributions to the civil-service retire- 
ment fund. 

Mr. Tuomas. Printing and binding is liable to be the big item. 

Mr. Armstrona. Printing and binding is not in the statistical 
program, sir. It is laid out on page 109 of the estimate. 

Mr. Tuomas. What part of that cost is for the statistical work? 

Mr. ArmstronG. $81,900. I would say it appears that only about 
$3,000 or $4,000 of that is in the statistical program. 


PRINTING AND REPRODUCTION EXPENSE 


Mr. Txomas. Will you insert the table on page 109? 
(The information referred to is as follows:) 
PRINTING AND REPRODUCTION 


The following table shows the costs for fiscal 1956, the 1957 estimate, and the 
estimated cost for 1958 for the several items of printing: 


PRINTING AND REPRODUCTION EXPENSE 














| Actual, Estimated, | Estimated, 
Description fiscal year fiscal year fiscal year 
1956 1957 1958 
1. Reprints of rules and amendments, technical forms, etc $7, 497 | $7, 000 $5, 000 
2. Decisions and reports of the Commission..............-..- | 67, 408 | 31, 500 21, 000 
3. Legal briefs, transcript of record, ete. . ...............--... 3, 646 | 3, 000 3, 500 
4, The Commission’s annual report to Congress i vanahsichs lie 3, 308 3,000 3, 000 
5. Administrative forms, letterheads, envelopes, standard 
forms, printed supplies, etce_......-....-..--- Sanedee 2, 874 | 2, 000 3, 000 
6. Official Summary of Security Transactions and Holdings 
and Statistical Bulletins (published monthly) ..-.-.....- 2, 340 2, 400 2, 600 
7. Photo duplications and reproductions. ..................-- 4, 879 3, 900 4, 500 
8. Copies of public bills, documents, ete. ............-.-...-. 700 700 1, 000 
I iE i a deln a aak a oAbnodingiodieatndeadumcon 640 1, 900 2, 300 
A I SS Fi ibid d plcwtinmbidddddbbociddbsatnoslnbitiembcddiellicccdavesta~ 36, 000 
hi atidiedddldsbbebbsddsManddiawensntaribhbatwoes| 93, 292 | 55, 400 81, 900 





DIVISION OF CORPORATE REGULATION 


Mr. Tuomas. Mr. Reporter, insert at this point page 81. 
(The information referred to is as follows:) 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
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Personal services data sheet, division of corporate regulation 


Eee 


Estimate, 1957 Estimate, 1958 
1958 
Title | increase 
Num- Annual | Num- Annual 
ber salary ber salary 


Division Director 

Associate Division Director 
Assistant Division Director 
Chief Counsel 

Financial analyst 

Chief of branch 


11, 610 
23, 220 
Ll, 610 
21, 715 

360 


Valuation engineer 
Financial analyst --.-- GS-13 
Attorney .| GS-13_. 
Financial analyst .| GS-12_. 
Attorney - . ...| GS-12 
GS-12 


Wo 10 tote be 





Average employment and cost 
Part-time employment and cost 


Grand total 








Mr. Tuomas. This is the second largest division? 

Mr. Armstron@. The third largest. 

Mr. Tuomas. It goes from 54 to 61 jobs, cost of $453,500. 

The Division of Corporate Regulation assists the Commission in 
administering the Public Utility Holding Act. 


PUBLIC UTILITY HOLDING ACT WORKLOAD 


~ 


You have a good table showing workload. Does page 75 cover it? 
Mr. Armstrrona. Yes, sir. 

Mr. Tuomas. Insert the table on page 75. 
(The information referred to is as follows:) 


Public Utility Holding Company Act 


Actual, | Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 


Regulation of financing transactions | : 250 
Regulation of acquisitions of securities, utility assets, and other 

assets 115 
Regulation of intercompany loans, dividends, proxies, con- | 

tributions, etc | 95 
Examination of supervisory reports ’ | 90 
Exemption and status matters | 100 





Mr. Tromas. What about the 1957 figure of 225? What is the 
experience up to January 1 on this figure? 

Mr. Garrett. Our experience with the first half of 1957, fiscal 
1957, was 65, as against 48 in the same period of 1956. I should point 
out that this type of activity is heavily concentrated in the second 
half of the fiscal year, and so far we are running well ahead of fiscal 
1956, which makes the estimate of 225 look very close as of now. 
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Mr. Tuomas. What do these figures mean? I have had an idea 
that perhaps this activity was not quite as important as it was 10 
years ago, and certainly not as important as it was in 1935 when it 
was first enacted. 

Regulation of acquisition of securities, utility assets, and other 
assets: You have a figure of 119 as against 115. How often is this 
form filed? 

Mr. Garrett. There are annual reports that are filed. 

Mr. Tuomas. What do you do about them when you receive them? 

Mr. Garrett. The annual reports are examined in compliance with 
the rules, but that is not what we are talking about in these items. 
That is the next to the last item in that table. 

Mr. Armstrona. If I may interrupt to respond in a general sense, 
Mr. Chairman. 

It is true that the bulk of the work of simplifying the public utility 
holding company systems under section 11 of the act has been com- 
pleted, but there remain between 15 and 20 registered holding com- 
pany systems permanently under our jurisdiction, and they will con- 
tinue to remain so. They had aggregate utility assets, less valuation 
reserves as of December 31, 1955, of $10,411 million. 

Mr. Tuomas. I know they have all the money in kingdom come, 
but what is the net result of the activity of 50 or 60 people here every 
year? What has it been for the last 5 years? 

Mr. ArmstronG. We have to pass on all of their financing trans- 
actions. 

Mr. Garrett. One observation: The Public Utility Holding Com- 
pany Act is only a portion of the activities of the 56 to 60 persons; 
but as to those who are assigned to the Public Utility Holding Com- 
pany Act work, whenever a registered company wishes to issue 
securities or to make any significant change in its corporate struc- 
ture or to acquire securities of utility assets, it must come to the SEC. 

Mr. Tuomas. Their financial work is a big part of vour workload? 

Mr. Garrett. Of the continuing workload under that act: yes, sir. 
We have some of the corporate reorganization and integration work 
that is left. It also takes a substantial amount of time. 

Mr. Tuomas. What is left in that field? 

Mr. Garrett. We hope that it is near the end, but we have 
several major exemption cases that are the end of the road of long 
processes of reorganization. 

Mr. Armstrona. One is Electric Bond & Share, which is a very 
difficult one involving extensive investigation. 

Mr. Garrett. Columbia Gas System has a section 11 problem 
left; and there are others. 


WORKLOAD UNDER CHAPTER X OF THE NATIONAL BANKRUPTCY ACT 


Mr. Tuomas. What will you do with this increase of 7 men? 

Mr. Garrett. The increase will be devoted principally to our work 
under the Investment Company Act of 1940 and to our responsibilities 
under chapter X of the National Bankruptcy Act. We estimate a 
slight decrease in our overall workload under the Holding Company 
Act. 

Mr. Tuomas. In carrying out the activities of chapter X, what will 
you do? Are you advising the Federal courts there? 
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Mr. Garrert. That is right. That is our assigned role under the 
act. 

Mr. ArmstronG. There is a table on page 77. 

Mr. THomas. How many cases have you pending where you render 
some assistance to the courts? I see you expect 39 in 1958. Notice 
of appearance in proceedings, and so on. What are these figures, 36 
and 39? Are they cumulative? How long have these cases been pend- 
ing? 

Mr. Garrerr. That first figure is cumulative. They should not 
be added together. We are participating, or we were at the end of 
fiscal 1956, in 33 cases. The figure which could not appear here, but 
for the end of fiscal 1955 it was 36, and we figure it will reach 39 in 
1958. 

Mr. Tuomas. What does chapter X cover? 

Mr. Garrett. That is the provision of the National Bankruptcy 
Act which permits the reorganization of a corporation. 

Mr. THomas. General business reorganization of any type of bank- 
ruptcy case? 

Mr. Garrerr. That is right. 

Mr. Armstrronc. There is a list of all those cases, including the 
date filed and the date the reorganization was approved, if it has 
been, on page 248 of the Commission’s 22d Annual Report to the 
Congress. ‘They are all set forth there, sir. 

Mr. Tuomas. It might be well to insert that in the record at this 
point. 

(The information referred to is as follows:) 
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Reorganization proceedings in which the Commission participated during the fiscal 


Debtor 


Alaska Telephone Corp.. 

American Fuel & Power Co 
Buckeye Fuel Co___- 

Buckeye Gas Service Co_.____- 
Carbreath Gas Co...............- ‘ 
Inland Gas Distributing Co-- 

Associated Plastic Companies, Inc_. 

Central States Electric Corp -_- 

Chicago & West Towns Railways, Inc... 

Coastal Finance Corp.._--- 

= Venetian Stevens Buildings, 
ne 

Dallas Parcel Post Station, Inc 

Federal Facilities Realty Trust 

Ferry Station Post Office, Inc.- 

General Stores Corp.........._-- 

Adolf Gobel, Inc_____- 

Eastern Edible Refine ry Corp 
Gobel’s Q. F. Distributors. ___- 
Gobel Pharmaceuticals, Inc_. 
Metropolitan Shortening Corp-___- 

Horsting Oil Co._.-_..- 

Hudson & Manhattan Railroad Co... 

Inland Gas Corp. i 

International Power Securitie 

International Railway Co__ 

Keeshin Freight Lines, Inc... -_- 3 
Keeshin Motor Express Co., Inc___ 
Seaboard Freight Lines, Inc___. 
National Freight Lines, Inc 

Kentucky Fuel Gas C orp._-- L 

Munts TV, Ine..............-- 

Tele-V. ogue, pera Renee 
Muntz Industries, SST ea ‘ 

National Realty Trust. 

Norwalk Tire & Rubber Co., The 

Pittsburgh Railways Co... ‘ 

fe Pittsburgh Motor Coach Co__. 

Pittsburgh Terminal Coal Corp 

Sierra Nevada Oil Co... / 

Silesian American Corp-- 

Solar Manufacturing Corp-- 

South Bay Consolidated W ater Co., 

Texas Gas Utilities Co. 

Third Avenue Transit C orp. 
Surface Transportation Corp 
Westchester St. Transportation Co., 

Inc. 
Westchester Electric Railroad Co-.- 
Warontas Press, Inc............-- . 
Yonkers Railroad Co 
Trinity Buildings Corp. of New Y ork... 
U. 8. Realty & Improvement Co_. 


s Corp... 


Willoughby Tower Building Corp_-.----| 


WORKLOAD UNDER 


Mr. ARMSTRONG. 


Inc_} 





year 1956 


District court 


W. D. Wash.. 

E. D. Ky..... 

ita 
MO eles te 


Anta 4 


ss ( 


ED. Mich... 


E, D. Va.... 
N. D. Tl 

D. Md 
N.D. Il- 


__.| Mar. 17 


N. D. i 
.do 
.do 
do 


“D. Conn.__.- 


W.D. Pa 
.do 
51G0.. 

D. Nev 

mee 

D. N.J.. 
8.D.N. Y 

Ww. D. Tex. 

S.D.N. Y 
_do 


.-do 


--do_. 
do... 
_do 
.do 
.do 
N. D. til. 


THE 


| Jan, 


_| May 


June 





Petition 


Filed 


Nov. 
Dec. 
Nov. 


2, 1955 
6, 1935 
28, 1939 


3, 1954 
26, 1942 
30, 1947 
15, 1956 
30, 1955 


June 
Feb. 
Aug. 


22, 1950 
26, 1934 
18, 1953 
Apr. 30, 1956 
July 23, 1953 | 
June 23, 1954 
ee 
pena 
neat 
, 1952 
11, 1954 
14, 1935 


Sept. 
Dee. 
June 


Aug. 
Oct. 
Feb. 
July 28, 1947 


.-..do 


i -t.s000 


-do 


26, 1934 
May 


do 
Dee. 
June 
July 
Dec. 
Apr. 
Sept. 
Oct. 


22, 1951 
29, 1941 


26, 1949 

4, 1951 
25, 1948 
21, 1949 
..do 


J.D 
Sept. 


| 

i) 
Hs 
Iz 
| 


24, 1941 | 


31, 1946 | 
Ba 


| Nov. 1, 
| Mar. ¢ 


20, 1949 | 
10, 1938 


4, 1939 | 


} Sept. 


8, 1949 | 


June 21, 1949 | 


Jan, 
Feb. 1, 1944 
Jan. 10,1955 


18, 1945 | 


INVESTMENT COMPANY 


2 
| July 29, 
14, 1948 | 14 


Approved 


Nov. 
Dec. 
Nov. 


21, 1955 
20, 1935 | 
28, 1939 


15, 195 5 
\ 27, 1942 
1, 1947 
18, 1956 
g. 31, 1955 


. 22, 1950 
25, 1935 
2, 1953 
14, 1956 
28, 1953 
28, 1954 | 


May 
Dec. 
June 
bc SMO 2. 

4 Oo. hes 6 
do eal 
Mar. 17, 1952 
Dec. 14, 1954 
Nov. 1, 1935 | 
Feb. 24, 1941 
July 28, 1947 
Jan. 31,1946 


do 
do 





.do 
— 
Apr. 25,1935 
May 20, 1949 | 
May 10, 1938 
..do | 
Jan. 
June 


2, 1940 
2, 1951 | 
9, 1941 

41948 
26, 1949 
21, 1951 | 
June 21,1949 | 

_do 

.do 


a 


Sept. 


Dec. 
Apr. 


8, 1949 | 
June 21, 1949 
Jan. 18,1945 
Feb. 1, 1944 | 
Mar. 3, 1955 


ACT 


It also should be mentioned there is a 


gram of inspection of registered investment companies. 


Mr. THomas. What page is that on? 


Mr. ArmstRONG. Page 79. 
Mr. Tuomas. We will insert pages 77, 78, and 79. 
(The information referred to is as follows:) 


| Aug. 1, 


| Sept. 11, 


Securities 
and Ex- 
change 

Commission 
notice of 
appearance 
filed 


Nov. 7, 1955 
May 5, 1940 
Do. 

Do. 

Do. 

Do. 

July 8, 1955 
Mar. 11, 1942 
July 24, 1947 
Apr. 16, 1956 
Oct, 3, 1955 


Oct. 26, 1950 
Oct. 29, 1940 
Jan. 29, 1954 
May 23, 1956 
Sept. 8, 1953 
Oct. 14, 1954 
Do. 
Do. 
Do. 
Sept. 30, 
Jan, 7, 
Mar, 28, 
Mar. 3, 
Aug. 4, 
Apr. 25, 
Do. 
Do. 
Do. 
Mar, 28 
Mar. 4, 
Do, 
Do. 
Oct. 29, 
June 8, 
Jan. 4, 
Do. 
Jan, 6, 
July 25, 


1955 
1955 
1939 
1941 
1947 
1949 


1939 
1954 


1940 
1949 
1939 


1940 
1951 
1941 
1948 
1949 
1951 
5, 1949 
1949 


Dec. 27, 
May 23, 


Jan. 
July 7, 
Do. 


Do. 
Sept. 8, 1949 
July 7,1949 
Feb. 19, 1945 
Feb. 8, 1944 
June 24, 1955 


new pro- 
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INVESTMENT Company Act 


The regulatory functions under the Investment Company Act comprise status 
and exemption proceedings; regulatory aspects of the registration of domestic 
and foreign investment companies; regulation of certain transactions with affili- 
ates, investment advisers, underwriters and others; certain requirements as to 
operations of investment companice and their capital structures, loans, distri- 
butions, redemptions and related matters; supervision of unit investment trusts, 
periodic payment plans, and face-amount certificate companies. 

There were 436 registered investment. companies with assets of $1.6 billion on 
June 30, 1941. The size of this industry has inereased to approximately $14 
billion on June 30, 1956 held by 400 companies, This growth has resulted pri- 
marily from the treme ndous increase in sales of open-end investment (mutual 
funds) companies’ securities to the general public, accompanied by equally spec- 
tacular appreciation in the market value of portfolio securities. Open-end com- 
panies reported gross sales of $1,275 million for the 12 months ended June 30, 
1956, as compared with $1,090 million for the 12 months ended June 30, 1955. 
During the same periods, redemptions were $428 million and $456 million, re- 
spectively. 

Pursuant to the direction of section 14 (b) of the Investment Company. Act, 
the Commission has established a program for research and inquiry into the prob- 
lems created by the growth in size of investment companies to ascertain whether 
additional legislative or administrative protection is needed for investors and 
the general public. Among the particular objectives of these studies are the 
effects of the size of investment companies, (1) on the securities markets, (2) on 
the capital markets, and (3) upon the management policies of these companies. 
It is expected that a preliminary report outlining all areas to be e xplored and the 
ways and means of carrying out the program will be presented to the Commission 
in October 1956. Thereafter, steps will be taken to launch the procurement and 
compilation of the vast amount of information required to complete the project. 

The following tabulation represents the workload data for the major functions 
under this act, excluding the study described above and the inspection program 
outlined on the following pt ge: 


Estimated, Estimated, 
fiscal year | fiscal year 
1957 1958 


Actual, 
fiscal year 
1956 


Investment Company Act: 
Status and exemption proceedings $= 
Registration of Foreign investment companies 
Transactions with affiliated and other persons 
Interpretative letters and memoranda__._. 
Other matters under the act. __.-_..-- 


~ f= 
= 


| 
| 
2 
| 
| 
| 





The net.decrease of 2.8 man-years relating to the nonrecurring functions 
under the Public Utility Holding Company Act will be utilized to offset the 
additional man-year requirements for fiscal 1957 and 1958 for this activity. 


INSPECTION PROGRAM-——INVESTMENT COMPANY ACT 


As a result of an investigation of the accounts of one investment company in 
1956, substantial irregularities were disclosed, which pointed to the necessity for 
establishing a regular program of inspection. This work was initiated in fiscal year 
1957 by the assignment of two employees. 

Of the 400 investment companies registered with the Commission under this 
statute, there are 268 active management-type companies which should be 
inspected. It is proposed to schedule approximately 125 inspections per year. 
This approximate 2-year cycle of examination will provide adquate continuous 
coverage of these companies. 

It is planned that the inspections can be made expeditiously and economically 
by teams consisting of one broker-dealer inspector from the regional office and 
1 or 2 analysts or attorneys from the Division. ‘he team will have the advantage 
of a trained and experienced inspector and an experienced specialist in problems 
relating to the Investment Company Act. It will also enable the latter to prepare 
for an inspection by examination of the files available in the Division. In 1957, 
two positions have been provided for this activity. In order to fully implement 
this program, it is estimated that 4 additional positions, 3 financial analysts and 
a stenographer, will be required in 1958 over 1957. 
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Mr. ArmstTRONG. That is a new program we started because we 
ran into some abuses. 


DIVISION OF ADMINISTRATIVE MANAGEMENT 


Mr. Tuomas. Let us cover administrative management. 
Insert the table on page 87. 
(The information referred to is as follows:) 


Personal services data sheet— Division of Administrative Management 





| Estimate, 1957 | Estimate, 1958 



































Title Grade 1958 me 
| Num-{ Annual |increase) Num-| Annual 
| ber salary | ber salary 
pita en enna etiam mee) rem re noneesetemielfh acti 
| 
Director (Executive Director of the | GS-17 (‘) | (1) af (i) | (!) 
Commission). 
Assistant Director (Assistant Exec- | GS-15_. () (4) stings (1) (1) 
utive Director of the Commis- | 
sion). 
Director of Personnel ------- - -- GS-14 . 1 $11, 180 1 $11, 180 
Budget and Fiscal Officer__----- ..| GB-14___..--. 1 eS ee 1 10, 320 
Records and Service Officer_--. --- etd ons 1 10, 320 |..-- 1 10, 320 
Assistant Director of Personnel. ..-.| GS-13_____-_--- 1 8,990 |.._- 1 8, 990 
—_ Records and Service Offi- | GS-12 1 7, 570 |_.-- 1 7, 570 
Classification Officer _. GS-12 1 7, 570 |..-. 1 7, 570 
Assistant Budget and Fiscal Officer.| GS-11__. 1 7, 465 |... 1 7, 465 
Deputy Records Officer ___----- -| GB-11__.....--- 1 6,390 |_- 1 6, 390 
Graphics analyst__...........--.---- GS-9.....-....-- 1 5, 980 j-....- 1 5, 980 
Editorial specialist._...............-| @S8-9_...-.-.---- 1 SE finds 1 6, 250 
Personnel assistant _---.-...-...-.-- GS-9__.... Beet 1 4.) 1 6, 250 
Librarian.---_- i Sailinli es Eieta saistrG acs 1 nan acla nla 1 5, 575 ws 1 5, 575 
Library NE gS nn es GSs-9__ ‘ 1 EE Beieetinnn 1 5, 710 
AiR ein acmescsiclecanne GS-8 and under. 98 365, 909 9} 102 394, 235 
RR ST ae Se: Ss ee 106 465, 479 q 115 493, 805 
Average employment and cost......|....- paiidseinaiel  §. ae 111.6 481, 300 
Part-time employment and cost__.__|.....---..-.--.--. 3 PAD Ietectce lr iagunciestmugen 








1 Provided for under executive staff. 
FUNCTION OF THE DIVISION 


Mr. Tomas. I understand this is a housekeeping activity here. 
Insert page 82 in the record. 
(The information referred to is as follows:) 


FUNCTIONAL STATEMENT 


The Division of Administrative Management is responsible for all the adminis- 
trative services of the Commission. Such services include: budget, personnel, 
accounting, property, and records management, mail and messenger, library, 
space management, machine tabulation, duplicating, public reference, and other 
similar activities performed as a service to the operating divisions and offices, and 
regional offices. The Executive Director and Assistant Executive Director also 
serve as Director and Assistant Director of the Division, aria 

There are three branches in the Division: the Branch of Records and Service, 


the Branch of Personnel, and the Branch of Budget and Finance. 

The Branch of Records and Service (formerly the Branches of Administrative 
Services and Records) was formed on June 1, 1956, as a result of realinement of 
functions, whereby all housekeeping tasks, excluding personnel and budget, were 
placed in a single branch. 





bed eed 


cat i Se, TD ed ee, Sc, I) eed Sed ee a, ee, FP ee eed eet Be ef, ee. FD ee tod 





Summary of personal 
services 
Fiscal year 


Average 
employment 


103. 3 
83 


111.6 


Tuomas. You have an increase of about eight jobs here? 
. ARMsTRONG. Nine additional positions. 
. THomas. Does that take care of the 159 increase in personnel? 
. Armstrona. That with the regional offices will. Page 103 
shows the regional offices. 


REGIONAL OFFICES 


Mr. Txomas. Let us look at the regional offices. That is where a 
lot of your vital work is carried on. Let us insert the summary table 
on page 103. 

(The information referred to is as follows:) 


Personal services data sheet, regional offices 


| 
| Estimate, 1957 | Estimate, 1958 
Title Grade a Pts es) 4 OR Geen ae 
Num- Annual jincrease} Num-;| Annual 
ber | salary } Salary 
alii nee -|———| ene 
$26, 230 |... 2 | $26, 230 
| 83, 160 |... -.| 83, 160 
11, 395 |_._-- 11, 395 
| 21, 930 2 | 21, 930 


' 
Regional administrator = GS-16 
| 
| 
| 
' 
| 
! 
} 
| 


GSs-14 
Assistant regional administrator. - 
Supervisor of ~— anas 
Supervising attorney _. 
Attorney......... 
Assistant regional administrator. _.- 
Mining engineer. _- . 
Chief, broker-dealer inspections 
Chief, securities Sears. 
Attorney 
Financial analyst. 
Mining engineer -- ail 
Broker-dealer inspector _- -| GS-12..__. 
1 yl meeeamaaias ASE SR. ee 
PE s tweccnawes iss .| GS-12. 
AcomontemOs. J ....--........2-.2..4) GB-12.- 
Financial analyst - 2 i GS8-11__. 
Mining engineer _____- i ...| GS-11. 1] 
Broker-dealer inspector... 7 caddis te 28 | 
Securities investigator... a .| GS-11... 16 | 
Attorney... .- i GS-11. | 14 | 
Accountant. ‘ . Jo Gn ie 3 
Broker-dealer inspector. el eee... ‘ 1 

| 


GS-14 
GS-14... 
GS-14 
GSs8-14 
G8-13 
GS-13_. 
GS-13 
GS-13 
GS-13 
GS-12___. 
GS-12... 


Boos: GS-15___- ree 
Techuseal adviser | 
| 


10, 320 
10, 320 
45, 365 
10, 280 
9, 205 
9, 850 
30, 840 
202, 335 
44, 085 
8, 645 


nN 
Ut 0 tt oe tt DS I 


Se 
nee 
bo oe 
le bo 


Bows S5 


Securities investigator... __- .| GS-9.. 13 
Attorney __. : | GS-9_.__-- al 7 
Accountant Gs-9. 2 
Various... ... a es GS-8 and under- | 110 


—_ 


39, 025 | 
11, 420 
442, 580 | 


Bes 


--|__316 |_ 2, 104, 438 | 


Average employment and cost_...__|..-.- = 908.6 6 $ | pe 7m) . wanes 1A 2, 426, 700 
Part-time employment and cost_....|...- 3 ot J west 


ONT ee eek Bs , ~onne} BRS 1, 964, 900 ea 2, 426, 700 
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Mr. THomas. You have 316‘eniployees and want to step it up to 
408. Total cost is $2,426,700 for 1958 as against $1,964,900. 


What will you do with the rest of the 67 in the District of Columbia? i 
Nine of them you will put into housekeeping. Do any of these house- 
keeping people go to the District? i 

Mr. Armstrong (reading): I 
nn at ahd be cate a seeeusmenentnnass 24 ; 
er ee ote donckoacacannccencnome 7 ; 
SPVUNNDHE a -EO SERONOMSOCS. . nw. eee nce mw nme c awn ceccces 16 ; 
Executive sta omioe.. oo. edoed cos eeewe sec ewes ee eee. ee eee eek 11 t 
Division of Administrative Management. (housekeeping) _............------ 9 ‘ 

Dore Sclaciduie-iuueisionaceises bi wens -cegscse li Ak 67 7 
¢ 

t 

FUNCTIONS OF THE REGIONAL OFFICES ‘ 

. ‘ ° . \ 

Mr. Reporter, will you include the narrative and the table on page 88 
in the record showing regional offices throughout the country? 

(The information referred to is as follows:) ‘ 

REGIONAL OFFICES 
FUNCTIONAL STATEMENT 3 

The regional offices are the field representatives of the Commission in the ad- ; 
ministration and enforcement of the various acts. The offices are located in the T 
following principal cities and each office covers a specific geographical area as } 
shown below: ( 
Regional office: States covered I 

ROW PEOER,. 2. cee New York and New Jersey. 
Rs eats. ann ae Connecticut, Maine, Massachusetts, New 4 
Hampshire, Rhode Island, and Vermont. 7 
BSR oi. . a. 22 24. 2 Alabama, Florida, Georgia, Mississippi, 
North Carolina, South Carolina, Ten- 
nessee, and the eastern section of Louisi- f 
ana. u 
heen Illinois, Indiana, Iowa, Kentucky, Michi- t 
(Branch offices located gan, Minnesota, Missouri, Ohio, and Wis- 1 
at Cleveland, Detroit, and _consin. f 
St. Paul and 1 will be 
opened in St. Louis, Mo., ] 
in fiscal 1957.) a 
eG En meee a cosas Arkansas, Kansas, Oklahoma, Texas, and ' 
western section of Louisiana. 
Detreeh Ube Tobi Se Colorado, Nebraska, New Mexico, North 
(Branch office located Dakota, South Dakota, Utah, and Wyo- 
at Salt Lake City.) ming. : 
San Francisco... ./....__- Arizona, California, Nevada, and Hawaii. ; 
(Branch office located 
at Los Angeles.) 
Bes 7 I De Idaho, Montana, Oregon, Washington, and : 
Alaska. ( 
Washington, D. C_.....__...- Delaware, Maryland, Pennsylvania, Vir- ! 
ginia, West Virginia, and District of Co- d 
lumbia. - 
REGIONAL OFFICE RROKER-DEALER INSPECTIONS i 
Mr. Tuomas. Also insert pages 90, 91, and 92. ' 
(The information referred to is as follows:) ' 
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A. Broxer-DeEaLer INSPECTIONS 


During fiscal year 1956, the Commission placed increased emphasis upon the 
inspection of registered broker-dealers as a vital part of its enforcement program 
for the protection of the public investor. Under present conditions in the securi- 
ties markets, which are described under “Enforcement program,” an adequate 
inspection program is designed to afford to the public the protection intended to 
be provided by the Federal securities laws. 

An inspection ordinarily includes: (1) A determination of the financial condition 
of the broker-dealer; (2) review of pricing practices; (3) review of the treatment 
of customer’s funds and securities; and (4) a determination whether adequate dis- 
closures are made to customers. The inspection process also determines whether 
the required books and records are adequate and currently maintained, and 
whether broker-dealers are conforming with the margin and other requirements 
of regulation T, as prescribed by the Federal Reserve Board. They also check for 
churning, switching, sale of unregistered securities, use of improper sales litera- 
ture or sales methods, and other fraudulent practices. These inspections fre- 
quently. discover situations which, if not corrected, would result in losses to 
customers. 

The:following table shows the various types of violations disclosed as a result of 
the inspection program: 


Fiscal year 
Type 


1955 


Financial difficulties... ..................--....-.-.. dd denim sake 79 
Hypothecation rules mai ii ping 3! 7 25 
Unreasonable prices for securities purchases. re ee ae f 189 
Regulation T of the Federal Reserve Board_._._.....------ i 141 
Secret profits. bade itd 5 ‘ 7 
Confirmation and bookkeeping rules ‘ tie mi 29 | 545 
Miscellaneous 39 | 90 


Total indicated violations 33 | 317 1,076 
Total number of inspections 822 | 952 


i 
The number of indicated violations found by inspections increased 31 percent in 
fiscal 1956 over fiscal 1955. The high volume of corporate financing and increased 
activities in securities trading has caused many new broker-dealers to register with 
the Commission. Some of these broker-dealers lack experience in the securities 
industry, while others contribute insufficient capital to their business. This 
further accentuates the vital need for a strong inspection program. 
‘Lhe following indicates the actual and estimated workload for fiscal 1956 to 
1958, inclusive. The number of inspections made in 1956 is the largest number 
since 1942. 





Actual, wie | Estimated, Estimated, 
fiscal year | fiscal year fiscal year 
1956 1957 1958 


Total estimated number of registered broker-dealers____...-.-- 4, 591 4, 800 5, 000 
Less: Estimated number of registered broker-dealers inspected 
by securities exchanges.___-__---- arate hinted scccemeny 


Potential workload 
Broker-deiler inspections - ..- 
Cycle of inspections, years - owestctestsqeex 
Average number of inspections per man-year_____- 
SRT ciicaha: ba xsissiciiiesion cdeiiatiapeieiabitiaty scale 


In the Commission’s budget estimate presented to the Congress for fiscal 1957, 
it was anticipated that the potential workload (excluding firms inspected by stock 
exchanges) would be 3,600 registered broker-dealers, which would have provided 
approximately a 24-year cycle of inspection. However, this potential workload 
was exceeded by 291, as of June 30, 1956. This factor, coupled with an estimated 
increase in 1957 of 159 broker-dealers to be inspected, will reduce the inspection 
cycle to 3.1 years. 
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The addition of 24 positions (21 broker-dealer inspectors and 3 attorneys) in 
1958 over 1957 will provide for a more accelerated program on the basis of a 
2-year cycle. 


REGIONAL OFFICE SECURITIES INVESTIGATIONS 


Mr. Txomas. How about the investigations data on pages 93 
and 94? Should they be inserted? 

Mr. Armstrone. Yes, sir. 

(The information referred to is as follows:) 


C. INVESTIGATIONS 


The nine regional offices conduct investigations based on complaints and other 
indications of securities violations. 

The majority of investigations emanate from: (1) Complaints by the investing 
publie; (2) the Commission’s broker-dealer inspection program; (3) suspected 
fraud and malpractices in the solicitation, sale and trading of securities; (4) 
surveillance of the securities markets; and (5) requests for field office assistance 
by the central office in connection with all aspects of the Commission’s work. 
Complaints and broker-dealer inspection reports are carefully examined in deter- 
mining whether suspected violations require investigation. A preliminary inves- 
tigation is usually initiated to obtain additional facts to determine if a full-scale 
investigation is justified. 

Generally, preliminary investigations are limited to examination of the 
Commission’s files, correspondence with parties having possession of pertinent 
information, and interviews. If the preliminary investigation discloses that no 
violation has been committed or that a violation has occurred due to a misunder- 
standing or ignorance of the law, no further action is generally taken except 
that under the latter circumstance, the offender is informed of the violation and 
appropriate administrative measures are taken to procure immediate compliance. 

f a satisfactory disposition eannot be made following a preliminary investiga- 
tion, the matter is docketed for a full-seale investigation. Upon completion of 
such investigation, the regional office submits a recommendation that appropriate 
agtion be instituted by the Commission or that the investigation be closed. These 
reports are reviewed and analyzed by the Division of Trading and Exchanges prior 
to presentation to the Commission for disposition. If it appears that criminal 
prosecution would be appropriate, the case is reviewed as well by the General 
Counsel’s Office and the action of the Commission may take the form of a reference 
of the evidence to the Attorney General or the proper United States attorney. 
In other cases, the Commission may authorize institution of a civil proceeding for 
injunetive relief or bring administrative proceedings against broker-dealers and 
investment advisers. 


STATUS OF SECURITIES INVESTIGATIONS BY REGIONS 


Mr. Tuomas. We will insert the table at the bottom of page 94. 
(The information referred to is as follows: ) 


Securities investigations 


Pending, Opened (+) | =) Pending, 
| July 1, 1955 June 30, 1956 


219 
30 


ao 


w 


Ae Or sib 


16 
Chicago... s4 
Denver... 82 
Fort Worth_- ne 3 48 
San Francisco _- | 54 
Seattle _- i 72 
Washington -_-_- Fis ‘ 17 
Headquarters - . . | 22 


Putabi ls J2L... etedbidiceses- sel seetlitee| 644 


| 
| 
| 
| 
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OTHER OBJECTS OF EXPENDITURE 


Mr. Tuomas. We will insert the table on other obligations, page 
104. 


(The information referred to is as follows:) 


OrHER OBLIGATIONS 


For costs other than salaries $1,153,000 will be required in fiscal 1958. These 
costs are itemized as follows: 


Actual, | Estimated, | Estimated, 
Classification | fiseal year fiscal year | fiscal year 
1956 1957 1958 


‘Travel expenses.____ indetiaia ho del 
Transportation of things.....-.__. ‘. 
Communication services 

Rents_...--_. 

Printing and reproduction ._ sdeacataeiiisme titi ache: ing 
Other contractual services........_- 

Supplies and materials____._- 

Equipment_.- 

Grants, subsidies, and contributions -- fea 
Refunds, awards, and indemnities............._..- 
‘Taxes and assessments__ du 


RSESRGSESES 





In estimating the amount which will be required in 1958 for each item of 
‘Other obligations” the expanded enforcement program and the working facilities 
required for the new personnel requested was considered. 


TRAVEL EXPENSES 


Mr. Tuomas. Travel jumps from $197,500 to $284,500. What part 
was spent in the field and what part in the District? 

Mr. Donary. As far as actual travel in 1956, we spent 28.5 percent 
for departmental travel, 71.5 percent for field. 

Mr. Tuomas. A pretty good average. Departmental is a little 


higk 

Mr. Donary. Yes, sir. In 1957 it is estimated 71 percent of the 
travel will be for field and 29 percent for departmental. 

In 1958 it is estimated that 26 percent will be for departmental, 
and 74 percent for field. 

Mr. Tuomas. Why does the field go down and the central office up 
on travel? 

Mr. Donary. That is because, sir, we had approximately $40,000 
additional funds in 1957. In 1958 the departmental travel does go 
down by approximately 4 percent. 

Mr. Tuomas. Percentagewise it increases, though. What is the 
unobligated balance as of December 31 or some recent period? 

Mr. Donarty. 1957 travel as of January 31, 1957, we obligated 
$119,235. 

Mr. THomas. What do you mean obligated? 

Mr. Donary. That was incurred as cost. 

Mr. Tuomas. Already spent, you mean? 

Mr. Donary. Yes, sir. We have approximately $75,000 remaining. 

Mr. Tuomas. It will last you 5 months? 

Mr. Donaty. Yes, sir. 

Mr. ArmstroncG. We are in very bad shape on that at the moment. 

Mr. THomas. What about communication? 
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Mr. Armsrronc. May I finish an answer that I think ought to be 
given, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. ArmsrronG. Departmental travel has gone up because we 
have had a lot of these administrative proceedings here in the District 
and we have had to bring in personnel from the field to testify. 
That is why departmental is up at the moment as against the field. 

Mr. Tromas. What about the printing? We already covered that. 


COMMUNICATION SERVICES 


What about communication services, $134,000 for fiscal 1958? 

Mr. Donary. That is approximately a $7,700 increase in 1958 over 
1957. 

Mr. Tuomas. How do you break it down? 

Mr. Donaty. Actually——— 

Mr. Tuomas. Telegraph, $1,500, local telephone service, $65,000. 
You have a tie-in with the central office with all the regional offices? 

Mr. Donary. No, sir. 

Mr. Tuomas. Long-distance telephone calls. What do you mean 
local telephone service $65,100? 

Mr. Donaty. That provides for the switchboard and operators in 
the local offices for which payment is made to GSA. 

Mr. Tuomas. Insert the table on page 107 in the record. 

(The information referred to is as follows:) 


COMMUNICATION SERVICES 


The sum of $134,000 is requested for the communication services for fiscal 1958. 
The items carried under this classification are shown in the table appearing below: 


| Actual, Estimated, | Estimated, 


fiscal year | fiscal year fiscal year 
1956 1958 


eres eNO ibe no Ei bLi  Bl clic iil. ct $1, : $2, 500 | $1, 500 


Local telephone service. ._- PS a ee ee 59, 6 60, 200 | 65, 100 
Long-distance telephone service re 24,! 25, 100 | 26, 100 


e 


Postage stamps, ete____... 7 - ‘ | 5, bli 5, 600 | 5, 700 
Ticker service ___- soy eometaglline 5, 5, 300 | 5, 300 
Teletypewriter service - dicia amenities ‘ at 2, 3,000 | 3, 300 
Penalty mail_......_. ataks ee ee | : 24, 600 | 27, 000 


Total___.- Leak NOR tessailt EN oh teed ce baat , 136 | 126, 300 | 134, 000 


The increase of $7,700 in 1958 over 1957 provides for the following: 

1. An increase of $5,900 in telephone services for the additional personne! re- 
quested in this estimate 

2. A decrease of $1,000 in telegraph service covering a nonrecurring expense 
item in 1957 which will not be required in 1958. 

3. An increase of $2,400 in penalty mail services for additional mailing and 
registry fees. 

4, The remaining $400 covers anticipated additional costs for teletypewriter 
service, postage stamps, etc. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. ‘Other contractual services” shows a jump this vear, 
$56,000 last vear to $108,000 this year. What is the cause of the in- 
crease in the 07? 

Repairs to equipment is increased, changes in building partitions 
shows an increase. What did you do in the New York office? 
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Mr. Donary. In our New York office we moved into a new place 
on or about July 1, 1956. The cost of the move was approximately 
$9,700. That $9, 700 covers approximately $2,800 for moving and 
a proximately $6,700 for alterations, partitioning, and installation 

of electrical outlets and $200 other items of that nature. 

Mr. THomas. You have an item for stenographic reporting. Why 
wasn’t it put into last year’s figures? 

Mr. Donaty. In 1956 we were required to pay for our stenographic 
services. However, in 1957 we are receiving it free. There is, no 
guaranty we will receive it free in fiscal 1958, Mr. Chairman. 

Mr. Tuomas. You put in an item of $33,600, however? 

Mr. Donaty. Yes, sir. 

Mr. Tuomas. If you don’t pay for it who does? 

Mr. Donaty. The reporting service will absorb that cost and give 

to us free. 

Mr. Tuomas. Why the doubt? 

Mr. Armsrronc. Because it rarely happened before, that we ob- 
tained a contract on this favorable basis. 

Mr. Tuomas. In other words, the reporting service is willing to 
take the contract, which they do in many agencies, for free, with the 
idea that they arrive at some understanding with you they can sell 
so many copies? 

Mr. Armstrrona. Yes, sir. 

Mr. Hinpue. The cost of stenographic reporting depends mainly 
on the volume of work in the Commission in the transcript field, and 
the type. If it is public work, in which many people are interested 
and can buy copies, then the reporter makes his costs from that. 
When we run into investigations, as the Commission does, and the 
program is being accelerated, there are more of those that are not 
available for sale, and therefore the cost is absorbed by the Com- 
mission. 

Mr. Tuomas. Do you have an annual contract with these gentlemen? 

Mr. ArmstrRona. Yes, sir. 

Mr. THomas. What is the contract for the fiscal year 1958? 

Mr. Armstrone. We don’t have one yet. That is made in May of 
each year. It is put out for competitive bidding. We have no way 
of knowing now what it will be. 

Mr. Tuomas. When will you know? 

Mr. Armstronea. In May of 1957. 

Mr. Tuomas. Your business increased this year. If you didn’t 
need it last year why do you need it this year? 

Mr. Hinpuz. The year previous we paid for all transcripts. This 
year, in open bids, only one reporting company gave free service. All 
the other companies increased from the 1955 bids. 

Mr. Armstrona. And each was above $30,000. Is that right? 

Mr. Hinptr. Yes. 

Mr. Armstrona. This is rare that this ever happens, and it may 
never happen again. As a matter of financial planning we cannot 
count on it. 

EQUIPMENT 

Mr. Tuomas. What about the equipment increase? 

Mr. Donaty. Equipment estimate for 1958 is $73,500, and covers 
replacement of equipment and new items for the additional personnel. 
That is on page 116. 

88278—57—pt. 1—_—-46 





720 


Mr. Tuomas. Insert that table in the record. 
(The information referred to is as follows:) 


EQuIPMENT 


The following table shows the amount obligated for equipment in fiscal 1956, 
the estimate for 1957, and the 1958 estimated requirements. 


Purchase of equipme nt 
Actual, 1956 
Estimated, 1957 ae oa a 
Estimated, 1958 73, 500 


For fiscal 1958, a total of $73,500 is i teinebad for the purchase of equipment. 
This amount represents the cost of the following items: 


(a) Purchase of equipment for additional positions requested in 1958__. $24, 100 
(b) Replacement of worn office equipment vee 25, 300 
(c) Dietating machines and transcribers Le aE ee 7, 000 
(d) Replacement of duplicating equipment________-_-- . wutel NY 100 


73, 500 


Mr. Tuomas. How old is this equipment? 

Mr. Hinpte. Typewriters over 15 years old. Duplicating equip- 
ment has an original value of $58,000, and it is now reduced on the 
tables to $5,000. 

Mr. Tuomas. You list $24,100, “Purchase of equipment for addi- 
tional positions.’”’ Are those typewriters? 

Mr. Donaty. The $24,100 covers the basic equipment requirements 
for the additional personnel being requested in fiscal 1958. 

Mr. Tuomas. What, for instance? 

Mr. Donary. For instance, on page 117 we have a list of the items. 
You see 120 clerical desks, 39 typists’ desks, 120 rotary chairs, 39 
typist chairs, 39 typewriters, 30 office tables. 

Mr. Tuomas. From whom do you buy this equipment? 

Mr. Hinpuz. Through contracts made by GSA with the firms 
throughout the area, 


STATEMENT OF FEES COLLECTED BY THE COMMISSION 


Mr. Tuomas. Will you insert at this point in the record page 123, 
showing the fees? 
(The information referred to is as follows:) 


STATEMENT OF AcTuAL 1956 Fees AND EstiMAaTED Fees ror 1957 aNp 1958 


The fees collected by the Commission in the fiscal vear 1956 and the estimated 
fees for fiscal 1957 and 1958 are as follows: 


Actual, | Estimated, | Estimated, 

Character of fee fiscal year fiseal year’ fiscal year 
1956 1957 | 1958 

-—— 


Registration of securities under the Securities Act of 1933_ | $1, 267, 218 $1, 400, 000 | $1, 550, 000 
From stock exchanges under sec. 31 of the Securities Exchange 
a 785, 214 | 785, 000 785, 000 
Qualification of trust indentures-.-_..............----.-----.--| 1, 500 | 1, 500 1, 500 
Sale of photo duplications._.....................2------ 22. 333 19, 975 | 20, 000 | 
Sale of scrap and salvage waste-.-..- Tidotitihtbiosn dk dcndtod bd nddbavesese medina 
Recoveries, jury duty ECS DIS 55 | AO 
Other fees......-.---- is atdiaatalas ai acinistiniin tata trie wegen MEA dak Gta 249 | 300 | 

Total fees collected. | +,2,074,211} 2 , 206, 850 } , 358, 850 
Total obligations . ae , 25 | 5, 749, 000 | 17, 7178, 000 





Percent of fees collected to total obligations. -. ..- 


1 Includes $370,600 as SEC’s contribution to the civil service retirement fund. This amount represents 
approximately 1.8 percentage points of the 5.4 percent decrease in the above comparison of the percent of 
fees collected to total obligations in 1958 over 1957. 
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Mr. Tuomas. In 1956, fees collected, $2,074,211, and you anticipate 
$2,358,850 for 1958, which will be 32.9 percent of the total appropria- 
tion request, and it should be stated that this income figure could be 
increased considerably if you had the legislative authority without 
hurting anybody. This money goes into the Treasury and the SEC 
is not given credit on the books for that. They don’t get to use the 
funds, in other words. 


CHAIRMAN ARMSTRONG’S LETTER TO THE COMMITTEE 


Mr. Bo.anp. Can we insert in the record the letter from Chairman 
Armstrong to Mr. Cannon? 


Mr. Tuomas [If it is not in the general statement we will insert it. 
(The letter referred to is as follows:) 


SECURITIES AND ExcHANGE CoMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington 25, D. C., January 10, 1987. 
Hon. CiuarEnce F, Cannon, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CHarrMan: The 1958 fiscal year budget estimate of the Securities 
and Exchange Commission in the amount of $7,178,000 is hereby submitted to 
you. Our request for the appropriation for 1958 differs from the appropriation 
for the current 1957 fiscal year ($5,749,000) in the following respects: 


Item Additions 
Net cost of personal services (New Positions, 159) $836, 000 
Contributions to the civil service retirement fund_._..__.._....._._... 370, 600 
Travel allowance 87, 000 


Other obligations eae oe 135, 400 


1, 429, 000 

The additions to the staff and to the basic operating costs of this agency have 
been rendered essential by the enormous activity in the capital markets in this 
country during recent years and particularly the past calendar year. There is 
every indication that this high volume of public investing in new issues of corporate 
securities and outstanding issues of corporate securities listed for trading on 
national securities exchanges and traded in the over-the-counter markets will 
continue in fiscal 1958. Never before in our American economy has it been so 
important for public investors in equity and debt securities, which are sold and 
traded in interstate commerce, to be given by corporations issuing such securities 
the necessary basic business, financial, and other pertinent information, and to 
be able to effect their securities transactions in markets free from fraud and mani- 
pulation. To enforce the disclosure, antimanipulative, and antifraud provisions 
of the Federal securities laws is the objective for which the Securities and Exchange 
Commission was established by the Congress. 

The tremendous growth in the raising of investment capital from the savings 
of the American people through the capital-formation process and the unprece- 
dented rise in the gross national product, which is already breaking through the 
$400 billion annual figure, dramatically emphasize the need for staffing and 
equipping this Commission so that its functions of investor protection can be 
kept abreast of actual economic realities. If our national economy is to continue 
at the high rate of productivity which has given to our American people the 
highest standard of living in the world, it will be essential that funds be provided 
to industries for capital purposes through the capital markets from the savings 
of public investors in large amounts. If the confidence of the investing public 
is to be maintained so that this needed capital is supplied, it is essential that this 
Commission continue its vigorous and effective administration of the Federal 
securities laws in the year ahead. 

The number of corporate securities issues registered with the Commission under 
the Securities Act of 1933 for sale to the public during fiscal 1956 consisted of 981 
registration statements covering the largest dollar amount of new issues of cor- 
porate securities-——-$13.1 billion—of any period in the Commission’s history. 
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This compares with $11 billion of issues registered during fiscal 1955 and $9 
billion of new corporate securities for fiscal 1954. ‘This high volume of corporate 
financing has resulted in the concomitant increase in the workload of the Com- 
mission in the operating divisions in our headquarters office in Washington, 
D. C., and in our 14 field offices in principal cities throughout the country. The 
Commission is of the belief that these conditions in the capital markets will 
continue and that the appropriation requested is essential if the Commission is 
to accord to the investing public the necessary protection pursuant to the con- 
gressional mandate expressed in the Federal securities laws. 

The additional 159 positions requested for fiscal 1958 will be necessary to 
implement the Commission’s enforcement program and to accelerate and expand 
its efforts to protect public investors. Of these new positions 92 are for the 
regional offices, 24 for the Division of Corporation Finance, 16 for the Division 
of Trading and Exchanges, 7 for the Division of Corporate Regulation, and 20 
for various staff offices. 

One of the key features of the Commission’s enforcement program is its plan 
to inspect on a more frequent periodic basis than in earlier years broker-dealers 
registered with the Commission under the Securities Exchange Act of 1934. 
It is essential that the number of inspectors be adequate to discharge the exacting 
duties of broker-dealer inspections and that there be sufficient mobility to allow 
coverage of the large geographical areas in which investigative work is required. 
At the present time, the staff can only undertake inspections of the approximate 
4,050 firms which are not members of any exchange about every 3.1 years on the 
average. Since many of these broker-dealers are new firms inexperienced and un- 
familiar with the obligations owed to their customers, an expanded broker-dealer 
inspection program, including prompt investigations of irregularities and timely 
and vigorous action in the case of violations have become increasingly essential 
for the protection of public investors. Not only must the many new broker- 
dealers be inspected by the staff of the Commission when they first go into busi- 
ness, but they also must be inspected again after they have engaged in business 
as a check upon their compliance with the law and our regulations. Furthermore, 
established firms must also be inspected from time to time. The Commission’s 
program aims eventually at an 18-month inspection cycle. In order to accomplish 
this program on a 2-year cycle for the fiscal year 1958, an additional 21 broker- 
dealer inspectors and 3 attorneys will be required. In order also to provide a 
more effective investigative program, an additional 24 securities investigators 
and 5 attorneys will be necessary in fiscal year 1958. 

Detailed explanations of the various items of increase and decrease in the 
Commission’s budget requests are contained in the justification of estimates. 

To the development of the 1958 budget estimate there has been given most 
eareful and detailed attention by the division and office heads, regional adminis- 
trators and Commissioners to assure that the budget estimate represents the 
most effective, efficient, and economical use of Government funds that can be 
provided. The budget estimate presented by us represents the unanimous view 
of the Commissioners as to the fiscal requirements of the Commission for the 
proper exercise of its statutory functions for the protection of investors, consumers, 
and the public interest in accordance with the Federal securities laws we are 
under a duty to administer. 

Approximately one-third of the estimated cost of operating the Commission 
for fiscal 1958 will be offset by statutory fees and other revenue that is to be 
collected by the Commission but which is not available for expenditure and is 
deposited into the Treasury as miscellaneous receipts, thus reducing the net cost 
to the taxpayers. 

Sincerely yours, 
J. SinctatrkR ArRMsTRONG, Chairman. 


ANTICIPATED USE OF REQUESTED ADDITIONAL PERSONNEL 


Mr. Botanp. Approximately 60 percent of the increase in 1958 
will go toward the 159 new positions, and these new positions the 
Commission believes are necessary because of the necessity to look 
into the broker-dealer operations and to protect the general public? 

Mr. Armstrona. That is right. 

Mr. Botanp. What did you request of the Bureau of the Budget? 
How much did you request of the Bureau of the Budget in 1958? 

Mr. ARMSTRONG. Same amount. 





723 


PERSONNEL INCREASE IN DIVISION OF ADMINISTRATIVE MANAGEMENT 


Mr. Donaty. Mr. Chairman, you asked a question about the 
nine people in the Division of Administrative Management. They 
represent 7 people for the Records and Service Branch; 1 for the Budget 
and Finance Branch; and 1 for the Personnel Branch. There is 
1 GS-5, 1 GS+4, 1 GS-3, 4 GS-2, 1 GS-1, and 1 wage board. 

Mr. Tuomas. I saw that. They are below grade 9. 

Mr. Donary. Actually, they are all below grade 5. 

Mr. Armstrone. Also page 102, which summarizes the additional 
positions requested for the field offices; and I also believe that the 
discussion of the work under regulation A, the small issues, would help 
this record, the $300,000 or less issues. That is on pages 97, 98, and 
99, and particularly points out how that is handled in the field offices. 

Mr. Tuomas. 97, 98, and 99? 

Mr. Armstrona. 97, 98, and half of 99. 

Mr. Tuomas. All right, we will insert them if we did not insert them 
before. 

(The material referred to is as follows:) 
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REGULATION A FILInGs 


Offerings of securities not exceeding $300,000 in amount are exempted from 
registration pursuant to regulation A under the Securities Act of 1933, but:issuers 
are required to file notifications of the offerings, including exhibits (among which 
is an offering circular to be delivered to each purchaser of the securities). Exam- 
ination and analysis of these notifications are performed by the staffs of the regional 
offices and is one of their most important functions. In addition, the regional 
offices review the conduct of the offering and the sales methods used. 

Increased responsibilities of the staffs of regional offices and the Division of 
Corporation Finance during fiscal 1956 resulted from the Commission’s vigorous 
enforcement program under the antifraud provisions of the acts. The number of 
notifications and the number of suspension orders, actual and estimated, are 
shown in the following tables. In many suspension cases, investigations and 
administrative proceedings result therefrom. As a result of a suspension action, 
a broker-dealer revocation proceeding may be instituted and in many cases a 
formal proceeding may follow the issuance of a temporary suspension in order to 
determine whether the suspension order should be made permanent. As a result 
of investigations, injunctive action and/or criminal prosecution may be instituted. 


Regulation A filings (form 1—A) 


} | 
| Actual, | Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1956 1957 1958 


Regional office: | 
New York ; 294 310 | 350 
Atlanta____- apthe eaciet d . 131 | 140 150 
Boston ___. aa | 68 70 75 

‘ iin 138 145 | 165 
Denver. .--...-- aes 300 | 170 | 250 
Fort Worth___- FR ee é 87 80 95 
San Francisco. $54 Gln < he’ : ; . 203 | 200 | 220 
Seattle. __- atte | 96 90 | 85 
WOON 2 § siicantdeicdeo nes ictal | 146 155 


Total. : 1, 463 1, 360 | 


Ageregate dollar amount (millions)... ......-...-..--..-.--. $273 $258 


Regulation A filings—suspension orders 


| Actual, Estimated, | Estimated, 
fiseal year fiscal year fiscal year 
1956 1957 1958 


cheempaseelesncsite wae —__—__-—_-|— 


Regional office: 
i duchiaheibnhinddmdanhetnnhhpemicuaeeikaekdiea’l f 23 
Atlanta Goutek dees 9 

in ee ‘ aie tieaiba tiles ao 12 

Denver.......-. ‘ 4 gmail hie 7 é 3¢ 35 

BUSS. Ve Ol ticccaseca<e ees i 12 

San Francisco__...._-.._-- masala 3 | ; 21 

DORs os cena-cedctit isp ddaudbel iu | : 9 

Washington_____.- ae ‘ | 15 





DE tikcengos : — - er) 5 | ‘ 140 


In addition to the increased examining and investigative workload, changes have 
been made in the disclosure and reporting requirements under regulation A, which 
will result in the filing of additional data by issuers and underwriters desiring to 
qualify offerings for the exemption. These new requirements, which became 
effective August 27, 1956, include the following: 

(a) Offering circulars are required for all offerings of $50,000 or less if the 
security involved is one issued by a promotional company as defined in the rules. 
Heretofore, no offering cireular has been required for any offering not exceeding 
$50,000. It is estimated that this change in the regulation will require the filing 
of approximately 225 additional offering circulars per year. 

(b) The revised rules require in most cases involving promotional companies 
that promoters’ shares and shares issued or to be issued to underwriters and 
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dealers by option or otherwise must be subjected to escrow arrangements so as to 
assure against the reoffering of such shares for a period of 1 year after the com- 
mencement of the regulation A offering as any such reoffering would destroy the 
exemption. ‘These agreements will require careful scrutiny, since the availability 
of the exemption may depend upon the effectiveness of the provisions embodied 
in them. 

(c) Under the prior rules, offering circulars employed in offerings made over 
any extended period of time often contained information about the business and 
financial results of the issues which as the offering went on gradually became stale. 
The rules have been amended to require that if any offering is not completed 
within 9 montlis from the date of the circular, a revised circular containing cur- 
rent information and financial statements must be prepared, filed, and. used in 
all subsequent sales. .These- amended offering circulars will, in effect, constitute 
new filings, which must conform to the requiréments of regulation A, 

(d) The amended rules require that at. the expiration of 6 months after the 
commencement of an offering and periodically thereafter until a final report is 
made, the issuer must supply information as to (1) the amount of securities sold, 
(2) the proceeds received, (8) the amounts. of certain commissions, and (4) ex- 
penses. These reports have proved useful in indicating the possible existence of 
fraud in an offering and violations of the statutes by promoters, brokers, and 
dealers. The new rules provide for additional information; such as facts con- 
cerning the expenditure of funds, and the names of all brokers and dealers par- 
ticipating in the distribution. 

Effective administration of the Commission’s revised regulation A in the re- 
gional offices will require approximately 29.5 man-years in 1957. 

The addition of 10 positions (8 attorneys and 2 accountants) in 1958 over 1957 
will be needed to implement this aspect of the Commission’s enforcement program, 


FEASIBILITY OF PART-TIME EMPLOYEES 


Mr. Vursetut. Mr. Armstrong, would it be possible that any 
economy could be accomplished through the hiring of part-time 
employees? 

Mr. Armsrrona. No; I do not believe so, Congressman Vursell. I 
will ask our Chief Accountant, Mr. Barr, to respond to that. 

Mr. Barr. My opinion is that part-time work would not serve the 
purpose. It takes a long time to train people to do a job adequately. 
If you took on part-time people, you would be spending a great deal of 
time in education that you would lose. 

Mr. Vursett. I had in mind people competent in those fields. 

Mr. Barr. It is difficult to find people thoroughly familiar with the 
acts and regulations. It takes quite a while to get them thoroughly 
familiar with the problems. 

Mr. Armstrona. Congressman Vursell, did you mean part-time 
people employed by private industry? Because of course we could 
not do that. 

Mr. Vurse.u. I meant employed by other agencies 

Mr. Armstrone. I think Mr. Barr’s answer covers it. They are 
not familiar with the type of work we have to do. 

Mr. VurseE tt. I agree with you it is best to have someone com- 
pletely familiar with everything. 

Mr. Armstrone. I think another reason is that we work under 
statutory time schedules under the Securities Act of 1933, which 
gives us only a 20-day period to examine the registration statement 
for a new issue. 

Mr. Vursetu. And of course of the thousands of examinations you 
make, I assume there is no normal time limit, because larger and more 
complicated issues require more time, so you cannot figure out the 
workload on that basis? 

Mr. Armstrona. That is right. 
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NUMBER OF SEC EMPLOYEES 


Mr. Vursett. I think you showed us a chart, I think on page 6, 
where I noticed the all time low of Commission employees was several 
hundred people, and at the same time the workload seemed to keep 
going up all the time? 

Mr. Armstronea. That is correct. 

Mr. VursE.u. That naturally raised the question why there might 
be a necessity for the increase that is requested in this budget at this 
time. 

Mr. Armstrona. There is chart X that we have submitted. I 
assume all those charts are going in the record. Did you see chart X 
that was attached to my statement, sir? 

Mr. Vursecu. Yes; I think that is the same one. It shows 1952, 
1953, and 1954, and particularly in 1955 and 1956, running about 700 
employees and at the same time the workload was big. But now you 
expect it to continue going up, according to the line you have there? 

Mr. ArmstrRoONG. Yes, sir. 


PREPARATION OF BUDGET ESTIMATES 


Mr. Vursett. There is another thing I had in mind that you 
probably have thought of and that probably is not practicable or you 
would already be doing it. When you make your first application to 
the Budget Bureau, you have to project vour estimates as to your 
workloads and your business for about 21 months ahead. You start 
probably in September or October and you have about 7 or 8 months 
more in that fiscal year, and then you have the full fiscal year on top 
of that? 

Mr. Armstrone. Earlier than that. We start in July. 

Mr. Vurse.u. I was wondering, after you go to the Bureau of the 
Budget and make your first application, say in a particular section 
here after you make that application and it comes back to you and you 
have the ¢ approval of the Bureau of the Budget, when you take that 
partic cular section and go over it again in the light of conditions 
6 or 7 months later, you might be able to reduce it or you might find 
that your estimates were short; but it would give you and the com- 
mittee a little better opportunity to guess what is going to happen 
if you are guessing on a shorter period, atleast by 6 months. I would 
not recommend that for the whole budget, of course, because you would 
be working on the budget all the time. 

Mr. Armstrrona. I agree with that, and I think I should explain to 
you that we ourselves commence making our estimates in July. We 
make our first submission to the Bureau of the Budget approximately 
the 30th of September. The Bureau of the Budget staff then goes 
over it very carefully, and goes over it with us very carefully, sug- 
gesting what might be done to change it and where, if there is any 
water in it, if can be squeezed out; also where various allocations 
can be changed. 

Then we of the Commission go back to each of the department heads 
that have made submissions to us, to see if we can cut it down. Then 
it is reviewed by the Budget Review Board in the Bureau of the 
Budget, and they tell us where they come out. That occurs about the 
ist of November. 
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Then we go up and discuss it with them again, and ultimately it 
becomes a part of the President’s budget. But the time between our 
submission, September 15, and the decision toward the end of Novem- 
ber or early December when the Director of the Budget makes his 
recommendation to the President, really is not much time to consider 
changes in trends in the industry, although it does give us time to do 
our own internal reevaluation to see that it is on the most economical 
basis possible, and that is what we do. 

Mr. Vursetu. That is a very good answer. You are already doing 
that as late as you can reasonably? 

Mr. Armstrona. Yes, sir. 

Mr. Vursewu. Before you bring your budget here? 

Mr. ArmstronG. Yes, sir. And if we thought, right up to the time 
the Director of the Budget submitted it to the President, that there 
were any changes that warranted a change in the budget, we would 
do that. 

PENALTIES FOR VIOLATIONS 


Mr. Vurse.ut. I realize you have a very big responsibility and ; 
very big task in front of you, but I still get back to my thought that 
if we are going to have so many people at once getting in this business 
and adopting sharp practices and violating the law, then we ought 
to make the law bite into them deeper when they are caught. 

In this country our people are inclined to run a red light or take a 
great deal of liberties with the law. In England for centuries a law 
is a law and is put there to be observed. I was rather shocked to 
find out that Canada was lax. So I think ultimately we will have to 
come up with some ‘thing so that the people will not find it worth while 
to violate the Securities Exchange Act. 

I think you are doing a good job. Iwas pleased with vour presenta- 
tion and glad of the opportunity to sit with vou and learn some ‘thing 
about your very complex problems. 

Mr. Armstrone. Thank you very much. 


RECRUITMENT OF PERSONNEL 


Mr. Botanp. Do you have difficulty recruiting personnel? 

Mr. Armsrrona. Indeed we do, and I would like Mr. Upham, our 
Assistant Executive Director, and Mr. Becker, our Director of Person- 
nel, to speak to that. 

Mr. Upnam. We have been fairly successful in recruiting. Since 
we have a high proper of attorneys, a good part of our recruiting 

ir 


is for attorneys, and in that area we do not have much trouble. 

Mr. Bouanpb. They are not civil service? 

Mr. Upnuam. They are civil service, but are exempt from taking an 
examination. 

Mr. Boxanv. At what salary do they start? 

Mr. Upnam. They start at $4,500 fresh out of law school and 
admitted to the bar. 

Mr. Bouanpn. They do not stay too long at that salary, do they? 

Mr. Upuam. We have had a very small turnover since July, 1955. 

Mr. Boxann. How about the investigators, are they civil-service 
employees? 

Mr. Upuam. They are civil service and competitive and they are 
hard to obtain because they must have “back-office” experience in 





brokerage houses. The brokerage business is very good at this time, 
and many of their employees are not anxious to come in to the Gov- 
ernment. But we have had good luck getting young people from 
colleges and putting them on as trainees. The Federal service en- 
trance examination has been very helpful to us in this program, and 
we hope we will develop the number of trained people we need. 


NUMBER OF UNFILLED POSITIONS 


Mr..THomas. How many unfilled positions do you have? 

Mr. Becker. Approximately 20. We are up to the strength that 
the budget will permit at this time; 793 is our present employ ment 
plus 7 commitments, making 800. 

Mr. Tuomas. What is the strength the budget will permit? 

Mr. Donary. The budget provides for 822 permanent positions. 

Mr. Tuomas. Mr. Chairman, we want to thank you folks. I think 
your idea of bringing in your regional men is an excellent one, and you 
ought to bring more of them in and bring them in more often. Too 
often we think the central offices in Washington forget about their 
regional people. After all, your regional people are very, very im- 
portant. Sometimes I think they are more important than the 
Washington people. 

You ought to bring them in more often and we are glad you brought 
these two splendid gentlemen today. Thank you very much. 

Mr. Armstronc. I would like to say—and I say this with a little 
more authority than I could have earlier, because I have been a 
member of this Commission for 3% years now—we have one of the 
most outstanding professional stafis in Government, in my opinion. 

One of the amazing things is that we have over 453 employees, or 
63 percent of the entire staff, who have been with the Commission 
more than 10 years, and probably 40 percent have been with the 
Commission for 20 years. 


TURNOVER OF PERSONNEL 


Mr. Tuomas. What is the percentage of turnover on an annual 
basis? 

Mr. Armstrronc. Our percentage of turnover is about half of the 
governmentwide turnover. 

Mr. Tuomas. What is that? 

Mr. Brecker. About 15 percent per year. The average govern- 
mentwide turnover in continental United States for fiscal 1954 totaled 
about 25 percent; in fiscal 1955, 24 percent, and fiscal 1956 about 22 
percent. 

Mr. Tuomas. If it is 15 percent it is high because the average 
percentage throughout the entire Government is 16% percent, and the 
general turnover ‘above grades 9 and 10 should not be over 5 percent 
or 3 percent. 

Mr. Armstrona. I have been advised that our turnover rate was 
half of the governmentwide rate. 

Mr. Donaty. Since July 1 to December 31 our separation rate was 
10.6 percent. 

Mr. Tuomas. You will have to break that down as to actual 
quitting, death or retirement. 
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Mr. Donaty. The separation rate, July 1 to December 31, was 
10.6 percent. The accession was 17.6 percent. 

Mr. Armstrone. What do you mean by “‘accession”’? 

Mr. Donary. Putting them on. The separation rate was 10.6 
percent. 

Mr. ArmstroncG. One reason it is high is because of the civil service 
provisions that went in effect on October 31. Many people had been 
waiting for those provisions to go into effect before they retired. 

Mr. Donary. In the first 6 months, 34 people retired. 

Mr. Tomas. Old timers? , 

Mr. Donary. Yes. 

Mr. Tuomas. You are to be commended for keeping those people. 


NUMBER OF SUPERGRADES 


How many supergrades do you have? 

Mr. Becker. Ten. 

Mr. THomas. What are they? 

Mr. Becker. The Executive Director—— 

Mr. Tuomas. I mean how many grade 16’s and how many grade 
17’s. 

Mr. Becker. We have two 17’s and eight 16’s. 

Mr. Tuomas. It seems to me, in an organization such as yours, 
eight is too few. 

Mr. Armstrona. Thank you very much for that. 

Mr. Txomas. How many does the Civil Defense Administration 
have? 

Mr. Armsrrona. We are very much in need of relief on that. 

Mr. Tuomas. Have you talked to the Civil Service Commission 
about that? 

Mr. Armstrona. You bet we have. 

Mr. Tuomas. We are surprised to see the Civil Service Commission 
holding you to eight. An organization like yours should have 25 or 
more. 

Off the record. 

(Discussion off the record.) 

Mr. Armstrona. We are very appreciative of the consideration 
you gentlemen have shown us. 
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INTERSTATE COMMERCE COMMISSION 
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RICHARD F. MITCHELL, COMMISSIONER 
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CHARLES W. TAYLOR, JR., DIRECTOR, BUREAU OF SAFETY AND 
SERVICE 

ASA MERRILL, ASSISTANT DIRECTOR, BUREAU OF INQUIRY AND 
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BUREAU OF MOTOR CARRIERS 

PAUL COYLE, CHIEF, SECTION OF OPERATING RIGHTS, BUREAU 
OF MOTOR CARRIERS 

HERBERT QUALLS, ASSISTANT DIRECTOR, BUREAU OF MOTOR 
CARRIERS 

SALARIES AND EXPENSES 


Program and financing 
sere aati r : —-— 
| 1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
1, Regulation of carriers’ rates, practices, aa au- 
thorities and finance $3, 454, 903 $3, 673, 696 | 
2. Compliance 2, 551, 943 3, 389, 625 
3. Supervision and analysis of carriers’ accounting and | 
statistics. 1, 897, 286 2, 011, 348 
4. Supervision ‘and inter pretation of tariffs__- iieinteine 925, 069 963, 281 
5. Railroad safety and car service: 
(a) Car service ‘ “ lite al 371, 628 682, 909 | 
(6) Railroad safety wee. , O81, 225 , 230, 178 
(c) Locomotive pinesiints = ‘ 749, 543 849, 500 
}. Defense mobilization _- ; < 121, 211 100, 000 ; 
. Executive and advisory functions - - batdet y 749, 426 902, 716 1, 051, 256 
. General management and administration_._..- 969, 503 1, 076, 443 1, 278, 689 


Total obligations... ....-| 12,871,737} 14,879, 696 17, 500, 000 
Financing: Unobligated balance no longer av ailable_- ae 24, 263 | Siicaces 











Appropriation . 12, 896, 000 14, 879, 696 17, 500, 000 
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Obligations by objects 




































1956 actual 


t | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Budget authorizations, eapenditures and balances 











1956 actual | 1957 estimate | 1958 estimate 
Total number of permanent Te eae 1, 989 | 2, 219 2,419 
Full time equivalent of all other positioms.__..............--.- 1 2 2 
Average number of all employees----..............---.---.--- 1, 902 2, 144 2, 373 
Number of employees at end of year..............-..----....- 1,907 2, 189 2, 371 
Average salaries and grades: 
General schedule grades: 
Ec uri cdc lid eee $5, 963 | $5, 981 $5, 905 
Average grade............_- sweats Ebadi Ciehdb ited GS8-8.0 GS-8.1 GS-8.1 
01 Personal services: 
Permanent Eo ons necase SR IAC LEN. $11, 440,342 | $12,929,938 $14, 122, 712 
Positions other than permanent__...............-....- 11, 035 15, 000 15, 000 
Regular pay above 52-week base_..............-_.-.- ME GOON Asien sin aes 52, 968 
Payments above basic rates....................-.-..-. 16, 429 | 10, 000 10, 000 
SS ee 
Total personal services...........2.-.-...----------- 11, 510,686 | 12, 954, 938 14, 200, 680 
ee ekasarsans 659, $15 1, 085, 000 1, 247,700 
03 Transportation of things...............-.....-.......-...- 9, 525 10, 700 14, 700 
04 Communication services---.-_._.-. : 68, 698 71, 600 82, 800 
Penalty mail__......._. 45, 586 47, 900 52, 400 
05 Rents and utility services..........-...-.-.-.---.-.-.-..-. 51, 547 57,046 94, 150 
06 Printing and reproduction.._.....................-..--..- 147, 760 198, 000 252, 100 
07 Other contractual services. __............-.....-...-..--.- 136, 464 | 115, 062 148, 600 
OR 152, 363 173, 250 199, 590 
es Sa en ee Si tcc bnedeacnaad 82, 625 | 160, 300 321, 200 
11 Grants, subsidies, and contributions: 
Neen ie ates ahi 880, 180 
13 Refunds, awards, and indemnities. - bddtad cbt ddiintel 1,477 | 800 800 
Taxes and assessments......_____- ek eet a ataehl 5, 191 5, 100 5, 100 
noi de bade aba nolL) id dee thas 12, 871, 737 14, 879, 696 | 17, 500, 000 








ae Relate etatadeoalcmecre tedicscecclons $12, 896, 000 | $14, 879, 696 $17, 500, 000 


igated balance brought ie han ee ena Rhee : 869, 671 | | 685, 289 751, 960 








Mr. Tuomas. Gentlemen, will the committee pl 








Restored from certified claims account. -_...................---]..------.-- SURE Evan ce hates 
Total budget authorizations available.................-.} 13, 765, 671 j__ 45, , 566, 24 18, 261, 960 
EXPENDITURES AND BALANCES PLE: 
Expenditures— 
Out of current authorizations. .__.................---.-. s 12, 197, 228 14, 135, 711 16, 625, 000 
OU OF Prkor GUSNOrIrNtNONis.. os on ee 841, 453 678, 543 748, 250 
Fecocheinaewane sitet hia ie as 
EE es ee fC 681 | 14,814, 254 | 17, 368, 250 
Balance no longer available: | 
Unobligated (expiring for ee aaa ‘ 7 263 - pwesaleg 
Se acitisamipcion cu no Pdebaop ide te saten-seanul 7, 438 |_. | 
Obligated balance OI MUOE 8. sccccstucsa. ain 68s 289 751, 960 883, 710 
Total expenditures and balances. ._..................--- 13, 765, 671 | 15, 566, 2 18, 251, 960 
———SSSSSSS—— SSS | SS 
Expenditures are distributed as follows: 
“Salaries and expenses, Interstate Commerce Com- 
gg ae = i 14, 135, 711 17, 361, 504 
“General expenses, Interstate Commerce Commission”.__| 11, 244, 302 578, 917 | 5, 689 
“Railroad safety, Interstate Commerce Commission” | 1, 033, 896 63, 072 | 637 
“Locomotive inspection, Interstate Commerce Com- 
RIO casi Oi neh AU dl ch cose : eerotien ; 760, 483 41, 554 | 420 
' 


“ase come to order. 


We have the pleasure of having with us again the gentlemen from 


It is certainly nice to see so 


many of our old friends—and we have some new ones here too. 
Mr. Chairman, we are delighted and honored to have you and your 


colleagues, Commissioner Mitchell—is Commissioner Arparia here? 
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Mr. CuarKks. He will be here later, Mr. Chairman. 

Mr. Tuomas. Commissioner Freas; Commissioner Tuggle; Com- 
missioner Winchell; my neighbor here, and long time friend, Com- 
missioner Hutchinson ; Commissioner Murphy; Commissioner Minor; 
Commissioner Walrath; Commissioner McPherson; Mr. Schmid, the 
Managing Director; Mr. McCoy, the secretary; Mr. Weiss, the assist- 
ant to the Managing Director; Mr. Ryan, the budget and fiscal 
officer. Where is Dr. Blanning? Oh, yes, there he is, the Director 
of the Bureau of Motor Carriers; Mr. Cox, the Director of the Bureau 
of Rates, Tariffs and Informal Cases. Where is Mr. Cox? Nice to 
see you, sir. 

Mr. Emken, the Director of the Bureau of Accounts, Cost Finding 
and Valuation. Whereis Mr. Emken? Why are you way over there? 
You ought to be over here. 

Mr. Jelsma, Director of the Bureau of Transport Economics and 
Statistics; Mr. Silver, Chief of Mobilization Planning. Where is 
Mr. Silver? You have not been to my town for a year. 

Mr. Sitver. We have good reports, though. 

Mr. Tuomas. Nice to see you again. 

Mr. Taylor, Director of the Bureau of Safety and Service. There he 
is. Good to see you. 

Where is Mr. Walter, the Director of the Bureau of Inquiry and 
Compliance? 

Mr. Cuiarke. Mr. Walter is not here. 

Mr. Tuomas. Where is Mr. Cox, the Chief of the Section of Motor 
Carrier Safety, Bureau of Motor Carriers? Glad to see you. 

Where is Mr. Coyle, the Chief of the Section of Operating Rights, 
Bureau of Motor Carriers? And Mr. Qualls, Assistant Director, 
Bureau of Motor Carriers? Glad to see you both. 

(At this point Commissioner Arpaia entered the hearing room.) 

Mr. THomas. Good morning, Commissioner Arpaia. 

Mr. Chairman, it certainly is nice to have such a distinguished 
crowd with us. Do you have any new Commissioners we ought to 
shake hands with and greet, or any new members of the staff to whom 
we ought to say ‘‘Hello’’? 

Mr. Cuarken. There are four Commissioners that have taken office 
approximately within the last year. I would like to ask them to 
stand. Commissioner McPherson, of Pennsylvania. 

Mr. Tuomas. Good morning. 

Mr. CLarke. Commissioner Walrath, of Florida. 

Mr. Tuomas. Were you not here last year? 

Mr. Watratu. At one of the subsequent meetings I was here. 

Mr. Tuomas. Good to see you again. 

Mr. Ciarxe. Commissioner Minor, of Ohio. 

Mr. Tuomas. Good morning. 

Mr. Ciarxe. And Commissioner Murphy, of Georgia. I believe 
he was here last year. 

Mr. THomas. Yes; both of those southerners were here. 

Mr. Crarxe. And since our last hearing before this committee we 
have a new Managing Director, Mr. Schmid. I believe you have 
met him. 

Mr. Tuomas. Yes; we are old friends. 

We certainly would like to hear you gentlemen talk as long as you 
want to. 
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Mr. Crarxe. I have a brief opening statement. 
Mr. Tuomas. Go right ahead. 


GENERAL STATEMENT 


Mr. Ciarxe. Mr. Chairman and members of the committee, the 
total amount requested for fiscal year 1958 for the Interstate Com- 
merce Commission is $17,500,000, which is $2,620.304 more than the 
$14,879,696 appropriated for the current year. 

It should be noted that $1,244,279, or 48 percent, of the increase 
requested for 1958, is for items over which the Commission has little 
or no control; namely, $311,131 for annualization of salary costs for 
additional positions allowed in the 1957 appropriation, $880,180 for 
the Commission’s contribution to the civil service retirement fund, 
and $52,968 for the 1 extra compensable day in the 1958 fiscal year. 

The remaining increase of $1,376,025 is for the following: (1) 
$881,643 for 200 additional positions, of which 119 are for Washington 
and 81 are for the field; (2) $162,700 primarily for travel expenses 
required for the 81 additional field employees, increased level of 
travel for service agents, and for defense mobilization functions 
assigned to the Commission; (3) $61,900 for purchase of 46 more 
automobiles than the 60 authorized to be purchased in fiscal year 
1957—that is, 106 to be purchased, 62 for replacement per current 
standards, and 44 for additional employees; (4) $27,100 for rental of 
additional computing and tabulating machines; (5) $10,004 for estab- 
lishment of field relocation sites; (6) $54,100 primarily for printing 4 
volumes of the revised Interstate Commerce Act Annotated; (7) 
$15,000 for security investigations for the executive reserve program; 
(8) $10,058 for storage and maintenance of additional automobiles; 
(9) $8,480 for repairs of office equipment and insurance premiums for 
the additional employees requested; (10) $26,340 for additional office 
and automobile supplies; (11) $99,000 for equipment and books for 
additional employees and replacement of wornout equipment; (12) 
$15,700 for communication services and penalty mail; and (13) 
$4,000 for movements of household goods of employees transferred 
for the convenience of the Government. 

The proposed budget for 1958 continues the policy of reasonable in- 
creases for the Commission over a period of years to allow the Com- 
mission to more nearly meet the responsibilities given to it by the 
Congress. As you gentlemen know, in fiscal year 1941 the average 
employment for the Commission approximated 2,735. Although ad- 
ditional functions have been delegated to the Commission by the Con- 
gress since that date, the request for fiscal year 1958, including “Rail- 
road safety,” ‘Locomotive inspection,” ‘Defense mobilization,’ and 
“General expenses,” is for an average employment of 2,372.5. 

Mr. Tuomas. Mr. Chairman, do you mean by that statement that 
since 1941 to the year of our good Lord 1956 the Commission has been 
doing inferior work? 

Mr. Ciarke. No, sir, 1 do not, However, it has not done as com- 
plete a job as we would like. 

Mr. Tuomas. What is the difference between incompleteness and 
inferiority, then? 

Mr. Ciarke. Well, the quality of the work, in our opinion, has been 
up to high standards all along, but we have not been able to cover as 
much territory because of limitations, particularly in the field. 
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Mr. Tuomas. We thought you had been doing a splendid job. Do 
not tell us we have been dee under a delusion. 

Mr. Ciarke. It depends how far back you go. 

Mr. Tuomas. You went back to 1941, I was just taking your 
statement. 

Mr. Cuarke. During the past fiscal year we have had an increase 
in our personnel. 

Mr. Tuomas. Excuse me for the interruption. 

Mr. Mitcuexu. There has been a cut in our Valuation Department 
since 1941. The number of employees in Valuation has been ma- 
terially cut. 

Mr. Cuarke. That has been as a result of the shift of emphasis to 
other activities. 

Mr. Tuomas. Go ahead. 

Mr. Cuarxe. Significant budgetary improvements have been made 
only in the last 3 fiscal year. And I repeat, the increase requested for 
the next fiscal year provides for a continuation of the slow buildup of 
our staff to meet the mandates of the Congress. 

The details supporting the increases in personnel and funds are 
included in the document submitted to you on January 14, 1957. 
I believe it will be well, however, to review briefly the areas where 
major increases are requested for 1958. 

Tbe Congress has provided significant increases in motor carrier 
field technical personnel, in car service agents, and in enforcement 
attorneys, and has authorized more travel for railroad safety and 
locomotive inspectors. We now seek commensurate field supervisory 
and clerical assistance for these personnel, as well as additional clerical 
assistance for the increased level of technical and professional personnel 
requested for 1958. 

In spite of an 11 percent increase in disposal of formal casework in 
fiscal year 1956, there has been a significant increase in receipts in 
such work, exceeding the increase in disposals. We are asking for 
funds to handle the increased workload and to reduce elapsed time in 
disposing of such work. 

n order to develop, analyze and coordinate much of the economic 
and operating data available to the Commission, much of which now 
cannot be made available for use in its regulatory work, the budget 
provides funds to establish a motor carrier operating authority 
directory, improve the waybill sampling program, process annual 
reports of class II and III motor carriers, and generally to mechanize 
work now handled manually. 

Additional personnel are requested to enlarge our research efforts 
in transportation costs for measuring competition in the transporta- 
tion field, as recommended by the President’s Advisory Committee on 
Transport Policy and Organization in its report released April 18, 
1955. 

Approval of an increased level of expenditure is requested so that 
the Commission may carry out its responsibilities under existing dele- 
gations and assignments from the Office of Defense Mobilization, 
including sueh programs as preparation of motor carrier traffic detour 
and rerouting plans for major traffic areas, participation in bomb 
damage assessment program, preparation of plans for the facilities 
protection and industry security program, preparation of plans for 
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operation of transportation under attack and postattack conditions, 
field relocation activities, etc. 

Increased funds are also requested for the central office and field 
motor carrier programs to handle an increased motor carrier workload 
to carry out recently enacted legislation pertaining to safety for migra- 
tory workers, and to provide additional employees in the field to main- 
tain a more adequate level of compliance with motor carrier law and 
regulation. 

Another area which has given us concern for a number of years is in 
the review of tariffs filed with the Commission. The available staff is 
totally inadequate to properly examine the large number of tariffs 
received (e. g., 167,000 tariffs (700,000 pages) were received during the 
1956 fiscal year). All tariffs filed with the Commission should be 
examined before the effective date to discover errors, omissions, and 
ambiguities as a protection to the public against improper charges. 
Such examinations would eliminate the expense and inconvenience of 
many formal proceedings now necessary to correct improper or errone- 
ous tariffs. The 1958 budget provides for increasing the tariff examin- 
ing force to a level which more nearly meets requirements. 

ou have heard us say this before, but I believe it is worth repeating. 
Our budget estimate, in my opinion, is a modest one considering that 
the transportation industry is so vital to our economy. That part of 
the industry subject to our regulation alone has an investment ex- 
ceeding $35 billion and an income of approximately $19 billion. 


ADDITIONAL POSITIONS REQUESTED 


This concludes mv opening statement. The Commissioners and 
ICC staff present will be happy to answer your questions and to dis- 
cuss in detail our budget request for 1958. We have brought along a 
résumé of our requests for increased personnel keyed to page numbers 
in the budget document previously submitted to you. 

(The documents referred to are as follows:) 
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Additional positions included in the President’s 1958 budget for the Commission by 
bureaus and offices 


Page number 
of justifica- Position 
tion 


| 

| 

Commissioners and their offices_........-- | 7and 8...__.| GS-14, assistant to Chairman 

Officer of the Managing Director: 
Budget and Fiseal Office 10 and 11. GS-4, payroll clerk 


GS-4, voucher examiner. 
WON wudsads isa ‘ aod icc en ails 


Personnel Office - -..........----- .| 13 and 14____| GS-11, personnel officer 
GS+4, clerk-stenographer 


ka 


Total..... 


Nl 
les 


W B-2, laborer 


| 


ew li mn 


Section of Administrative Services....} | WB-4, mimeograph operator .. 
! 


Total...- Rete 
Total, Managing | 
Director. 


Office of the Secretary: 
Secretary’s Office ---. or : | GS-5, junior management assistant 
Section of Reference Service: 2 .| GS-7, attorney_......_-- 

GS-3, clerk-typist 





Total, Office of the Secretary... -- 


Office of the General Counsel ----- ...-| 30 and 31__- 


Total -_-.-.- 


Transport Mobilization Staff__..-..-- | 3 35._....| GS-15, bomb damage analyst 


GS-14, industrial security specialist 
GS-14, transportation specialist 
GS-11, transportation officer 
GS-9, administrative assistant _-- oa 
GS-9, research and statistical analyst--- 
GS-5, secretary-stenographer _. 

| GS-4, clerk-stenographer 


NO ere ee | 


| 


Total, Transport Mobilization Staff_| 


Bureau of Accounts, Cost Finding and 
Valuation: 
Director’s Office J ; | 38. GS-5, junior management assistant 
Cost Finding Section... 44 to 47 GS-13, assistant chief of section 
GS-11, auditor. 
| GS-7, accountant 
| GS-5, statistical clerk 
GS-4, statistical clerk - -- 


Total, Accounts, Cost Finding, and | 
Valuation. 


Bureau of Formal Cases. -.- aed he GS-5, junior management assistant 


Bureau of Inquiry and Compliance... | GS-14, attorney .. 
GS-13, attorney 
| GS-12, special agent-_-_. 
GS-11, attorney 
GS-11, special agent 
GS-9, special agent 
GS-4, clerk-stenographer 


Total, Inquiry and Compliance... 


Bureau of Motor Carriers: | | . 
section of Administration.....--. 76. : GS-5, junior management assistant. 
Section of Motor Carrier Safety | $1 to 85___. GS-11, report writer____. 
GS-11, safety engineer -_- 
| GS-5, chief clerk... 
| GS-4, examiner __ 
| GS-3, card-punch operator -- 
| GS-2, file clerk... 


Total. 
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INTERSTATE COMMERCE CommissioN—Continued 


Additional positions included in the President's 1958 budget for the Commission by 
bureaus and offices—Continued 


Page number 


of justifica- Position 





Bureau of Motor Carriers—Continued 
Section of Operating Rights 


Field Section 


Total, Motor Carriers 


Bureau of Rates, Tariffs, and Informal 
Cases 
Section of Administration 
Section of Motor Tariffs. _..........-- 
Section of Rail Tariffs... ._- 


Total, Rates, Tariffs and Informal 
Cc 


—- of Safety and Service: Director’s 


Total, Safety and Service 
Bureau of Transport Economics and 
Statistics: 
Section of Reports 


i diiniiapeinasansmeuntmgeesboonss 


Section of Traffic Statistics 


alata aera enhendineEpaeetedetstodintiekssanaean 


Total, Transport Economics and 
Be Checacmatccciones 


Total additional positions for 1958... 


| 100 to 101... 


GS-15, examiner os 
GS-14, examiner. -._-__. 
GS-11, examiner 

GS-7, adjudicator. __......- 
GS8-6, clerk-- 

GS-5, clerk 

GS-44, clerk 

GS8-3, Typist 


GS-11, district supervisor - -. 
GS-9, safety inspector... ........-- 
GS-+4, clerk-stenographer -.........- 


| GS-5, junior management assistant 
GS-7, tariff examiner. itters 





131 to 132....| GS-13, field supervisors (field) . - .- 


GS-4, clerk-stenographer (field) - - - peat 





156 to 159..._.| GS-7, accountant 


GS-5, statistical clerk 


162 to 167.-... 


i@i 


{| 


+ BO CO me OO Co RO | 


GS-13, analyst.......-.- ~— 
GS-12, survey statistician 
GS-8, transportation specialist 
GS-7, mileage clerk ‘ 
GS-5, statistical clerk...............-.-.. 
GS-5, code clerk chamaiaie 
GS-4, senior clerk operator... - 
GS-4, unit supervisor. : 
GS-3, card-punch operator - - 
GS-3, machine operator 

GS-3, clerk........- 


‘i 


b 
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Mr. Tuomas. That is an excellent statement, short and to the point. 
I looked over this budget 2 or 3 nights ago and, frankly, it is all there. 
It is as complete and well done a document as I have looked at for a long 
time. Whoever did it, it is all right. 

Mr. CrarKe. It is a collective effort. 

Mr. Tuomas. We like a good budget document. This is really a 


one. 
What about the other Commissioners? What about Commissioner 
Mitchell? Do you have a statement? 
Mr. Cuarxe. He made a talk before the Senate committee the other 
day when he was up there for reconfirmation. 


STATEMENT BY COMMISSIONER MITCHELL 


Mr. Mircueti. Mr. Thomas and members of the committee. Ihave 
been here twice recently. Both times I was under a strain. 

Mr, Tuomas. You are not under a strain here. 

Mr. Mrrcuetu. I was before the Senate committee the other day, 
and they cross-examined me for an hour and a half. I have been with 
the Commission 10 years on February 10 of this year. I have been 
resigning every year. 

I think the Commission is making great strides. We are doing a far 
better job than before, but there is still room for improvement. Iran 
into something this morning that made me so mad. I think we need 
some new procedures in the handling of cases. You gentlemen do not 
really have anything to do with that, but I think you would be inter- 
ested. For example, we have about 1,100 motor-carrier hearings a 
year, or did in 1955. 

Mr. Tuomas. More likely it is 1,200 now. 

Mr. Mrrcue.u. We average 4 hours a hearing. That is no hearing. 
There is no real protest, but there is delay in getting a decision, 
think it is the duty of this Commission to get all cases decided 
promptly, and “promptly” means within a reasonable time. 

We think we are making some progress, great progress, but we have 
a long way to go. 

Mr. Tuomas. Fine. What are some of the current headaches? 


RAILROAD RATE CASES 


You are holding rate hearings for the railroads now ? 

Mr. CiarKe; Yes. 

Mr. THomas. And also an increase in mail rates? 

Mr. MircuHe.y. We are holding hearings on an increase in mail rates. 
Unfortunately, that happens to be on my docket. 

Mr. Tuomas. Judge, maybe-you had better not talk about that. 

Mr. Cuarxe. One of our big problems is the railroad passenger 
deficit. We are undertaking a rather large scale investigation of that 
subject and are very hopeful it will produce some worthwhile answers 
to the problem and enable the industry to more nearly meet the needs 
of passenger traffic without losmg so much money in the process. 

Mr. Jonas. I read a statement over the weekend by the president of 
the Southern Railroad, in which he expressed opposition to an increase 
in the southeastern rates. Did they oppose the increase before the 
Commission ? 
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Mr. Cuarke. No, they did not. They were a party to that increase. 
In addition to the 5 percent increase we granted the southern carriers, 
most of the southern carriers have petitioned for an additional 10 per- 
cent. The Southern is not a party to that application. 

Mr. Jonas. They are opposing that increase ? 

Mr. CruarKke. Mr. Freas can answer that. 

Mr. Jonas. That seemed to me to be unusual in this day and age, 
and I thought it might be of interest to the committee to mention it 
briefly. 

Mr. Tuomas. You mean they are opposed to the additional 10 per- 
cent increase but they were a party to the request for the first 5 percent 
increase ¢ 

Mr. Ciarke. Yes. 

Mr, Freas. Up to now we do not have a record on this additional 10 
percent increase, so all we know is from the pleadings and what we 
read in the press. The Southern and the Piedmont and Northern are 
not parties to the latest request. I have also seen the statement you 
refer to. They said it was not that they did not feel they needed 
the increase, but that they were pricing themselves out of the picture. 


NUMBER OF RATE INCREASES GRANTED RAILROADS SINCE 1945 


Mr. Tomas. How many rate increases, freightwise and passenger- 
wise, have the railroads had since 1945? Is it eight? 

Mr. Freas. It depends how you count it. They generally file a peti- 
tion, and then they might increase the amount they ask for while 
that is pending. I think the formal orders of the Commission in that 
period authorizing some increase—not what they requested—total 14 
or 15 in freight. 

In passenger that is a little different. That comes in piecemeal. 
I do not know what that is. But one reason the workload of the 
Commission will be particularly heavy as a result of the proceedings 
we have now is that the carriers have not been together. The eastern 
carriers have asked for one thing, the western carriers for a slightly 
different thing. They came in with an interim application, the 
Commission acted on that, and now they have another one. So while 
it is in effect one overall proceeding, from a practical standpoint it 
is a half dozen. 

Mr. Tuomas, Is the relief granted on an overall basis or on a sec- 
tional basis? 

Mr. Freas. It has been on a sectional basis over a long period of 
years. Before it was on an overall basis. 

Mr. Tuomas. Is freight handled differently than passenger? 

Mr. Freas, No. It will depend on the record. In the last case 
it has been sectional. The East got 7 percent but the South got 5 
percent. 



















PERCENTAGE INCREASE IN RATES SINCE 1945 







Mr. Txomas. What would you say the increase in freight and 
passenger rates has been all together since 1945 ? 

Mr. Freas. The figure might be misleading. 

Mr. TxHomas. You can correct the record. 
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Mr. Freas. I think the percentage increase authorized has been in 
the neighborhood of 90 percent, but the actual increase taken ad- 
vantage of—there are always some increases the carriers can take 
but do not for competitive reasons—so the actual increase in freight 
rates is less than 50 percent. 

Mr. Tuomas. You do not mean the Commission is more generous 
to the railroads than the railroads are to themselves ? 

Mr. Freas. Not exactly. The Commission has rarely, if ever, given 
them what they have asked for. 

Mr. Tuomas. I understood you to say you granted them more re- 
lief than they chose to take. 

Mr. Freas. In this last case, for example, the Commission granted 
them 5 percent when they asked for 7 percent. The 5 percent was 
subject to holddowns on certain commodities; coal, for example. In 
addition to that, the carriers usually take those increases, and they 
insist on the record they are able to take them, but after the increased 
rates have been in effect awhile they find that competitive conditions 
require them in specific instances to reduce them. 


PASSENGER AND FREIGHT RATE INCREASES SINCE 1947 


Mr. Tuomas. I wonder if the Commission will be good enough to 
insert in the record at this point the average rate increase for freight 
and passenger traffic, in two separate tables, since 1945. That would 
be in 12 or 14 instances, I believe? 

Mr. Freas. We shall be glad to do that, because I was speaking 
from memory. 

Mr. Tuomas. Thank you very much. 

(The information requested is as follows:) 


FreicHT Rate INCREASES 


Indexes of effective and authorized rail freight rates 1947-57 
[1947= 100] 


Rail freight rates 


Actual Authorized 


141 149 
138 149 
137 149 
156 
174 





1 Not available. 


Since we have no actual figures to compare with the authorized figures back to 
1945, the two tables for freight rates and passenger rates have been based upon 
the year 1947=100. If the authorized increase, however, was carried back to 
1945, it would be approximately 90 percent, as stated by Commissioner Freas. 
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PaAssENGER Fare INCREASES 


Average revenue per passenger-mile, class I railroads 
CENTS PER PASSENGER-MILE 


Parlor car 


Average of 
Commuta- | and sleeping 


other than 
commuta- 


Coach 2? 


Pee eee 
SSSS2sess 
$2 99 G2 $0.0 99 90 99 BO 
PABENERLS 
PNNNHNHNWL 
NPPNNNHPNHN 
SSISSARISR 
PPNNNNYLPP 
S8SSSSEL5 


PERCENTAGES OF 1947 


100.0 100.0 : 100.0 
116.1 109.9 112.1 
127.7 114.6 : 117.9 
141.1 118.6 | 122.3 
152.7 119.3 | 122.8 
167.0 122.3 124.6 
174.1 123.4 124.1 
181.2 122.3 121.9 
189.3 120.8 120.5 123.8 


1 Revenue figures cover rail passage tickets only, excluding space charges for parlor and sleeping cars. 
2 Coach revenue other than commutation. 


We have no actual figures to compare with the authorized figures back to 1945. 


Passenger fares in cents per mile ' 


Eastern 
territory 


Western 
territory 


Southern 
territory 
Effective date Authority for change 


ist class} Coach |1st class} Coach |1st class} Coach 


U. 8. Railroad Administra- 
a General Order 28. 
arte 7 
a 0 ety ) 


cre 26550. 
(Voluntary.) 
Ex et 123. 
| (Voluntary.) 

Ex parte 123. 


aoc oOo 


Feb. 10, 1942... - 


Oct. 1, 1942 


Apr. 17, 1947_-_- 
Jame 1, 1067... ....... 


Ex = 148, 


“ 0. 
| Docket 29678. 


Docket 29711. 





Dockets 28785 and 29796. 


| Dockets 29804 and 29807. 
Docket 29949. 
| Docket 30257, 
| Docket 30256, 
Docket 30822, 
Docket 31050. 
Ex parte 202, 
Do. 
| Docket 31992. 
| Ex = 207. 


Docket 32032, 
| Docket 32097, 





Jan. 9, 1957 58, 7212 | 
Feb. 2, » 1057-2 9613 | 93.7212 | 














5 All other carriers. 

6L. I. RR. only. 

7 Certain southwestern carriers. 

8 Certain eastern carriers (8 carriers). 

* All other carriers, except New England. 


1 Prepared by the Bureau of Rates, Tariffs, and 
Informal Conse, ICC, 

2N. Y., N. H. & H. RR. oy. 

8 Except N. ¥ N. H. & H. RR. 

« Certain carriers. 
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PROCEDURE FOLLOWED IN RATE INCREASE CASES 


Mr. Tuomas. Are these hearings on freight-rate increases and 

assenger-rate increases before the Commission, before one of the 
Commissioners heading that division, or do they first go before a 
hearing examiner? What are the mechanics? 

Mr. ‘CLARKE. The mechanics we have used in general freight-rate 
increases is to’have the oral hearing or that part. of the hearing for 
which oral testimony is given before a division of the Commission, 
Division 2, three Commissioners sitting. Eventually, when it reaches 
ae “e e of oral argument, it is before the entire Commission. 

HomAs. What part of it, if any, is heard before an examiner ? 

Mr Freas. Examiners sit with the division. I might supplement 
that to this extent. In these hearings the record is very voluminous. 
The most recent hearing was in Kansas City. It took 8 full days, I 
believe. 

Mr. Tuomas. Was that before an examiner or a division ? 

Mr. Freas. Before the entire division. It took 8 days and we ran 
as late as 10 o’clock at night. Now, it was physically impossible to get 
the hearing out in the ‘time available by having the division hear 
everything, so we asked the parties, where it involved a particular 
commodity, if they were willing to have a side hearing before an ex- 
aminer, and quite a bit of testimony was taken in these side hearings. 
We, of course, had transcripts on that. 

Mr. Tuomas. Is there a usual length of time in one of these rate 
hearings, the big ones like you are going through now, required to 
hear the evidence, oral arguments, and everything? I think it was 
testified at one time some of these hearings lasted 7 or 8 days. Judge, 
from what you are saying now, they last 3 or 4 times that? 

Mr. CrarKn. No, there is not an unusual length of time required. 
Commissioner Freas had better answer that question too. In the 
Kansas City hearing the petition was filed November 6 and we got the 
order out on December 17. 

Mr. Tuomas. About 6 weeks? 

Mr. Ciarke. It was an alltime record. 

Mr. Mitcneiyi. We had one case where 81 people appeared in oral 
argument. 

Mr. Jones. From November 6 to December what? 

Mr. Crarke. December 17 was the date of the order. 

Mr. MitcnHeti. Some of the cases cover more than increased costs 
of labor and increased costs of supplies. That case did not. 


EFFECT OF WAGE INCREASES ON RAILROAD RATES 


Mr. Tuomas. What connection, if any, exists between periodical in- 
creases in rates, passenger and freight, and periodical increases in rail 
labor costs ? 

Mr. Mrrcuett. Practically every rate increase has been brought 
about by increases in labor costs, and these labor costs are large 
amounts. I sat on a mediation board in 1946 and we raised the labor 
costs over $600 million. 

Mr, CuarKE. As a rough rule of thumb, for every 1 cent increase in 
wages it costs the railroads $25 million, 
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BREAKDOWN OF RAILROAD OPERATING COSTS 





Mr. Tuomas. What part of the total operating cost is the labor 
cost; what part of the total operating cost is the cost of supplies; and 
what part of the total operating cost is the interest paid to the banks? 
Are the operating costs broken down in such a way? You often hear 
the statement that perhaps the biggest part of the operating cost of 
the railroad carrier is the interest charge they have to pay to the 
banks. Is that erroneous? 

Mr. Crarxe. The biggest is labor, which is 44 percent. 

Mr. Tromas. Can you break down those et read them into the 
record at this point? 

Mr. Crarke. We will submit those figures to you. 

Mr. Tomas. Can you give us an approximation of what they are 
and then correct them? 

Mr. Jersma. I would say—I will correct these figures—approxi- 
mately 44 percent for labor. 

Mr. Tuomas. Labor is approximately 44 percent ? 

Mr. Jersma. Yes. The interest figure I think you can assume is 
around 3 percent. 

Mr. Tuomas. There is a lot of difference between 44 percent and 
3 percent. 

Mr. Jersma. Then there is an indirect labor cost reflected in the 
cost of materials. The first labor figure is the direct labor figure, and 
in the cost of material, 50 percent is the cost of labor reflected in the 


material cost. 

Mr. Tuomas. Spell that out. 

Mr. Jersma. You have a direct labor figure. 

Mr. Tuomas. Yes, 44 percent of the total operating cost. Then you 
have to have engines, boxcars, rails, crossties, and so forth. We call 
that material. 

Mr. Jersma. Yes. In that material cost I think the figure will be 
close to 50 percent. The cost of the material reflects the labor in the 
original production of that material. 

Mr. Tuomas. We are talking about railroad material, not the labor 
of their suppliers. 

Mr. Jersma. You probably are not interested in the labor costs of 
the suppliers ? 

Mr. Tuomas. That is correct. 

Mr. Jersma. The direct labor cost would be 44 percent. 

Mr. Txomas. You mean material is about in the same bracket as 
the labor cost? 

Mr. Jetsma. It would be less than labor. It amounts to about 19 
percent of total railroad costs. 

Mr. Tuomas. And then there is the interest cost. Are there any 
other big costs ? 

Mr. Hutcutnson. Taxes would be a big item. 

Mr. Jersma. Taxes is very sizable. 

Mr. Tuomas. How much is it? You will get the percentage up to 
150 instead of 100. What are the big elements of cost? You have 
direct labor, materials, interest, and what else ? 

Mr. Jersma. About 20 percent for taxes, 5 percent for rentals and 
5 percent for depreciation. 
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Mr. Tuomas. Break them down so that they total 100 percent. Labor 
is how much? 

Mr. Jecsma. 44 percent. 

Mr. Tuomas. How much is materials? 

Mr. Jetsma. I would say about 19 percent. 

Mr. Tuomas. Three percent for interest ? 

Mr. Jersma. Yes, 

Mr. Tuomas. And 20 percent for taxes? 

Mr. Jetsma. For the balance: Miscellaneous 4 percent; 5 percent 
for rentals and 5 percent for depreciation. 

Mr. Tuomas. If that is not accurate, you can straighten it out. 

Mr. Hutcurnson. We ought to have a figure for miscellaneous 
items, 4 percent or so. 

Mr. TuHomas. What items go in the miscellaneous items of 4 percent ? 

Mr. Jersma. Loss and damage to property, injuries to persons, in- 
surance, advertising, and pensions. 

Mr. Hutcuinson. Then there is social security. That is taxes but 
it is different from the income tax. The employee retirement pro- 
gram is separate from the direct labor cost. 

Mr. THomas. That would not be included in the labor cost? 

Mr. Hourcnrson. I do not think so. 

Mr. Tuomas. We are getting in the field of accounting now. For 
our purpose, we will consider that one of the indirect labor costs is 
social-security taxes, or would you call it a tax? 


CONDENSED INCOME ACCOUNT—CLASS I LINE-HAUL RAILROADS 


Mr. Crarxke. In our annual report we have a condensed statement 
in dollars for all class 1 carriers for these items. 

Mr. Tuomas. Is that last year’s report ? 

Mr. CiarKE, It just came out 2 weeks ago. 

Mr. Tuomas. I wonder if you would not want to insert that table 
in the record at this point ? 

Mr. Scump. That is notin percentages. That is in dollars. 

Mr. Ciarke. The table is on page 49 of the 70th annual report. 

(The table referred to is as follows :) 
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INTERSTATE COMMERCE COMMISSION 


Condensed income account—class I line-haul railroads 












































rae 1 
12 months Calendar year 
ended aia { 
Item with | | ' 
June 30, 1955 1954 1953 1952 , 
1956 | ' 
i 
Millions | Millions | Millions | Millions | Millions 
Revenues and other income......._........-..-...-- $10, 786 | $10;377 | $9,647 | $10, 942 $10, 870 
Cost of materials, depreciation, and other expenses, | 
except wages and salaries..__........-....-----..-. 3, 518 3,146} 3,008 3, 308 | 3,178 
Taxes, including income, profits, and payroll........ 1, 116 1, 080 | 861 1, 185 1, 262 
FE ns enna dhadabudgdaceshpors 4, 634 4 226 | 3, 869 4, 493 4, 440 
Remainder for employees and investors.............. 6, 152 6, 151 | 5, 778 6, 449 6, 430 
en hls daantnennesaetbudeeese 4, 768 4, 752 4, 627 5, 062 | 5, 063 - 
Investors’ share: 
Rent for leased roads ?_............-------..- 59 60 61 76 125 
Interest on obligations......................- 3 350 350 | 351 353 343 
Other deductions ¢.__..........-... 67 62 | 57 86 | 74 
For dividends and surplus 908 927 682 | 872 825 . 
ni en as bees | 2,984] 1,300] 1,151] 1,387| 1,367 
Percent wages and salaries.........-.....-.---------- 77.5 | 77.3 80. 1 78. 5 78.7 
Percent investors’ share... ..................-....-..- 22.5 22.7 19.9 21,5 21.3 
1 Chargeable to operating expenses and not including the following amounts of payroll taxes, in millions: 
12 months ended June 30, 1956, $315; year 1955, $284; 1954, $272; 1953, $288; and 1952, $291. ( 
2 Represents largely intercompany payments among railroads in the form of interest and dividends. ( 
3 Partly estimated. 
4 Miscellaneous deductions from income applicable to ‘other income” shown, contingent{charges (capital ‘ 
and other funds), and amortization of discount on funded debt. 
SALARIES AND EXPENSES 
Mr. Tuomas. We will insert in the record at this point pages I, : 
II, III, IV, and V of the justifications. | 
( The material referred to is as follows :) 
: 
Salaries and expenses, Interstate Commerce Commission 
iy, 
| 1957 estimate | 1958 estimate 
. itibapemibantiin = i Pe ate his 
REPORTAGE CUO ann os pein gacenp nar cdencanbsabacchenctcesedect | $14, 879, 696 $17, 500, 000 ; 
| 
{ 
Obligations by objects 
a ‘ 
Object classification 1957 estimate | 1958 estimate | 
Number of permanent positions: 
iE ci cdienini et inKs hancndbeeniatnduspectatindéeuasbonente | 1,445 1, 564 
Dee aka. ee a a. Asn db LU 774 | 855 , 
asa bletaedocamnabatebnes 2, 219 | 2, 419 ' 
NE BI OUE  nnc ninepacespnoncecanncsacencuereceees 2, 144 | 2, 373 1 
ee Se . 
Ne nt nt ee wiaewciaensbaensaneeeededabonwe $12, 954, 938 | $14, 200, 680 
et, Ses OR Rk i dd etek dnkdccdecensendenncenedensometeses 1, 085, 000 1, 247, 700 
03 Transportation of things------ Latin liibesdabdocenadkeenehdegpedaneunion 10, 700 | 14, 700 ’ 
eo i cc tebe ent ebaconneeeaeswoseuecane 71, 600 82, 800 
Reh Ulicicereusesbecs sans esacsicosbheeseeoneosane 47, 900 52, 400 
ee ns nnn cna eadendcewebsbtneseschsbondhpaes > 57, 046 | 3 150 ’ 
SR cence db ek ei nccisnncccendecsconnnnccvesss | 198, 000 252, 100 
ee ee nc ennnabann dhaeeshanecaseoonsons 115, 062 | 148, 600 
i ee IE A 2 lickin nose nscale ~ sen alspesesesonapsen 173, 250 199, 590 
i a EN cat ae cll a Sk i 3 Nake hp ake pond 160, 300 | 321, 200 ' 
11 Grants, subsidies and contributions: | 
Contribution to retirement funds ip otigbidoGddlsadthghetectiemdetddedasdtuenanont 880, 180 
13 Refunds, awards, and indemnities_........................-........- 800 800 
15 Taxes and assessments--_........-...-- Rea pesdalen ete utes sosteset 5, 100 | 5, 100 
EE Do ctntetaniempptaatwhskaebenensbensedneadeetesebos 14, 879, 696 | 17, 500, », 000 
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JUSTIFICATION FOR APPROPRIATION FOR THE FiscAt YEAR ENDING JUNE 30, 1958 





The estimate for appropriation for the Interstate Commerce Commission for 
the fiscal year 1958 is $17,500,000. The budget provides for one appropriation; 
however, specific limitations are provided in the appropriation text for railroad 
safety, locomotive inspection and defense mobilization activities. The following 
statement shows a comparison of the appropriation for the current fiscal year 
with the 1958 budget request : 








1957 appropriation 1958 budget esti- | Increase proposed 
| mate | for 1958 
beet steer i et aerated 












Posi- | Amount Posi- | Amount Posi- | Amount 
| tions tions | tions 
| 












IE GME Su nandencchstuscaccnnnaecn 130 | $1, 230, 178 130 | $1,363, 500 Bese | $133, 322 












Locomotive inspection.............-.----- | 100 849, 500 100 956,600 |....---- 107, 100 
Defense mobilization.....................- 7 100, 000 19 225. 000 12 125. 000 
NN ala Delta ae te sent | 1,982 | 12,700,018 | 2,170 | 14, 954, 900 188 | 2, 254, 882 

MOET EES, eats Is. LOLs 2,219 | 14,879,696 | 2,419 | 17, 500,000 200 | 2,620, 304 




















The 1958 budget requests an overall increase of $2,620,304 and 200 positions. 

Of this increase requested for the 1958 fiscal year, $1,244,279 is for items 
over which the Commission has little or no control; namely, $880,180 for the 
Commission’s contribution to the civil service retirement fund; $311,131 for 
annualization of salary costs for additional positions allowed for the 1957 
appropriation ; and $52,968 for the one extra compensable day in the 1958 fiscal 
year. 

The remaining increase of $1,376,025 is for the following: (1) $881,643 is for 
200 additional positions, of which 119 are for Washington and 81 are for the 
field; (2) $162,700 is primarily for travel expenses required for 81 additional 
field employees, increased level of travel for service agents, and for defense 
mobilization functions assigned to the Commission; (3) $61,900 for purchase 
of 46 more automobiles than the 60 authorized during the current fiscal year (of 
the 106 automobiles proposed for 1958, 62 are for replacement purposes and 
44 are for 12 additional employees requested for 1958 and 32 motor carrier 
field employees authorized in 1957 for which no automobiles were provided) ; 
(4) $27,100 for rental of additional computing and tabulating machines; 
(5) $10,004 for rental of field relocation sites; (6) $54,100 primarily for printing 
of four volumes of the revised Interstate Commerce Act Annotated; (7) $15,000 
for security investigations for the Executive Reserve program; (8) $10,058 for 
storage and maintenance of additional automobiles; (9) $8,480 for repairs of 
office equipment and insurance premiums for the additional employees requested ; 
(10) $26,340 for additional office and automobile supplies; (11) $99,000 for 
equipment and books for additional employees and replacement of worn-out 
equipment. 

The Congress, in appropriating funds for this Commission for the current fiscal 
year, provided significant increases in our motor earrier district supervisors, 
safety inspectors and rate agents, car service agents, and enforcement attorneys, 
and authorized increased travel for our railroad safety inspectors and locomo- 
tive inspectors. The foregoing increases were not matched with commensurate 
field supervisory and clerical assistance. The 1958 budget requests $171,547 for 
13 supervisors and 46 clerk-stenographers to make up these shortages in the 
current fiscal year, and to provide proportionate clerical assistance for additional 
technical and professional personnel requested for fiscal year 1958. 

The Commission is continually being urged to increase its speed in processing 
the large volume of formal casework received, and in reducing the number of 
pending cases. During the fiscal year 1956, the Commission disposed of 11 percent 
more cases than in the previous year; however, in motor carrier application 
work, there was a significant increase in receipts during the first 8 months 
of the 1956 calendar year. 72 









































Increases of 17 positions and $114,723 are provided 
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in the 1958 budget to handle this workload and to continue the progress in 
reducing the time required to dispose of the growing volume. 

For some time the Commission has had insufficient personnel and equipment 
to develop, analyze, and coordinate much of the economic and operating data 
available to it. The 1958 budget provides increases of 35 positions and $153,693 
to establish a motor carrier operating authority directory, improve the waybill 
sampling program, process annual reports of class II and III motor carriers, 
and generally to mechanize and handle by electronic devices many items now 
handled manually. 

The requirements for analyses of operating costs in connection with many 
nationwide investigations, revenue, and other types of formal and informal 
proceedings involving rates and rate bases, require the use of detailed cost 
studies. The President’s Advisory Committee on Transport Policy and Organi- 
zation in its report released on April 18, 1955, recognized the need for greater 
effort regarding studies and research on transportation costs for measuring 
competition in the transportation field. Accordingly, 8 additional positions 
and $37,494 are provided in the 1958 budget. 

The Office of Defense Mobilization has delegated defense transportation assign- 
ments to the Commission, including such programs as preparation of motor 
earrier traffic detour and rerouting plans for major traffic areas; participation 
in bomb damage assessment program; development of plans for the facilities 
and protection and industry security program ; preparation of plans for operation 
of transportation under attack and postattack conditions and postattack rehabili- 
tation; field relocation activities, ete. None of these programs have received 
the attention required due to lack of personal services and other funds. This 
budget requests increase of 12 additional positions and $125,000 to enable this 
Commission to carry out its responsibilities under existing delegations and 
assignments from the Office of Defense Mobilization. 

In order that we will be able to handle an increased motor carrier safety 
workload due to the increased field staff of motor carrier safety inspectors 
provided in the fiscal year 1957 budget ; to improve and more frequently publish 
statistical and accident reports of motor carrier defects and accidents; and to 
augment safety engineering services, the 1958 budget provides for an increase 
of 7 positions and $30,395. The 1958 budget provides for 5 additional 
safety inspectors and $23,120 for increased workload due to recently enacted 
legislation pertaining to migratory workers. Also included are 7 additional 
motor carrier field supervisors and $38,020 to provide a motor carrier office 
in each State where there is none, and reduce the number of carriers assigned 
to a number of offices where concentration of carriers is very high. 

With the greater emphasis being given to the motor carrier industry, the 1958 
budget provides 15 additional positions and $109,338 to provide a more adequate 
level of compliance with law and regulation by motor carriers and railroads. 

Hundreds of thousands of tariffs are filed with the Commission annually. 
Bach of these tariffs should be examined for conformity to published rules and 
clarity in order that the public will be properly protected. We have only 27 
tariff examiners authorized for the Bureau of Rates, Tariffs. and Informal Cases, 
a number totally inadequate to do the job required. A tariff ordinarily becomes 
effective 30 days after it has been filed unless Commission action to the contrary 
is taken. If a tariff is not rejected when it is filed, shippers and other interested 
parties can proceed only by complaint. This places the burden of expense and 
inconvenience on the public and the Commission to process a case in a formal 
manner whereas the tariff could have been corrected in the first instance. Accord- 
ingly, the 1958 budget provides 15 additional positions and $59,166 for increasing 
the tariff examining force to a level which more nearly meets requirements. 

The remaining increase of 20 positions is requested for the additional workload 
resulting from the general increase in overall activity of the Commission. These 
positions will be assigned to the Commissioner’s Offices, Office of the Managing 
Director, Office of the Secretary, Office of the General Counsel, and the Director's 
staffs of the Bureaus of Accounts, Cost Finding and Valuation: Formal Cases: 
Motor Carriers; and Rates, Tariffs, and Informal Cases. 
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Statement showing the total appropriations for the fiscal years, 1945-57, and 
budget estimates for the fiscal years, 1945-58 


APPROPRIATIONS ESTIMATES 


i tick rntarcepsepltltcincbermenes 1 336, 700 
Supplemental (1st) 23 Supplemental (H. 
Reduction (Public 2 

Reduction (H. Doc. 126)_- 


Deficiency (H. Doe. 338) 565, 000 
896, 400 
9, 790, 000 
901, 700 
11, 898, 000 
11, 229, 000 
OG Le iikictewcnacieetens 441, 000 
5 11, 330, 100 

Secpinoiiiitai (2d) 0 Supplemental (H. 
Deficiency (Pay Act) 83, 338) 6, 000 
Deficiency 0 H. Doc. 543 237, 500 
5 H. Doce. 5 7, 500 
Reduction (Public Law 95 11, 737, 200 
Reduction (H. Doe. 182 —200, 000 
TER inchs + <4ca0se bei sehen 10, 474, CBR: ORS eS oes se osc ls 11, 542, 000 
3d Supplemental H. Doce. 358 824, 000 


11, 775, 000 


Public 94 (Pay Act) 
1957 

1 Includes $170,000 for ‘“‘Defense inhoabibdiadlt activities” which was not provided for in the 
estimate for the Interstate Commerce Commission. Funds for this activity prior to the 
fiscal year 1955 were appropriated to the Defense Transport Administration, a separate 


independent agency. The 1955 estimate includes $275,000 submitted by Defense ans- 
port Administration. 


INCREASES IN BUDGET REQUEST 


Mr. Tuomas. The budget for this year calls for $17,500,000 against 
$14,879,696 for 1957. 

For 1958 you are requesting 2,419 positions against 2,219 for 1957, 
and I think the record shows 1,989 for 1956. In other words, you had 
an increase of 230 in 1957 over 1956, and in 1958 you want an increase 
of 200 over last year. So that is an increase of 430 jobs in 2 years. 


INCREASE REQUESTED FOR ANNUALIZATION OF POSITIONS AUTHORIZED 
IN 1957 ACT 


There is a very significant paragraph here I would like to read for 
the record. After stating the 1958 budget requests an overall increase 
of $2,620,304 and 200 postions over 1957, you use this language: 

Of this increase requested for the 1958 fiscal year, $1,244,279 is for items over 
which the Commission has little or no control; namely, $880,180 for the Com- 
mission’s contribution to the civil service retirement fund ; $311,131 for annuali- 
zation of salary costs for additional positions allowed in the 1957 appropriation. 

Spell that out. Is that the entire cost for the increase of 230 jobs 
we gave you in 1957 over 1956? 
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Mr. Scum. No, sir. When Congress authorized the additional 
ositions for 1957, they gave us money to provide for those positions 
or approximately 9 months rather than the full 12 months. 

Mr. Tuomas. Why? 

Mr. Scumip. They took into consideration the fact it would take 
some time to recruit those people and there would be a timelag from 
the 1st of July until we got them abroad. 

Mr. Tuomas. How do you arrive at that conclusion? I do not 
remember that. 

Mr. Scumip. Congress gave us so many dollars for so many posi- 
tions. It was impossible to put all those people on the payroll as of 
July and carry them for a full 12 months. 

Mr. Tuomas. How did you get the idea of so many dollars for so 
many positions? 

Mr. Scumip. That is generally referred to as a lapse figure. 

Mr. THomas. Where do you get it? I do not remember it in the 
House report or in the Senate report or in the conference report. 

Mr. Scumip. It was not specifically mentioned in the report. It is 
a recognized method of financing by the Bureau of the Budget, and 
throughout the Government generally. 

Mr. Tuomas. You tell the Bureau of the Budget we think it is bad 
bookkeeping when we appropriate so much money to have you come 
back and say, “We will annualize this.” In other words, when we 
appropriate a specified sum of money we expect the agency and the 
Bureau of the Budget to take that money and divide it into so many 
jobs on an annual basis and not come back the next year and say, 
“There was only enough money to put these people on the payroll for 
the last 7 months and we want to annualize it now.” That means 
Congress loses control of the matter, and the upshot is the whole busi- 
ness gets out of line. You understand what I am talking about quite 
well; do you not? 

Mr. Scumip. Yes, Mr. Chairman. May I make one more comment 
on that? I think it is pertinent. 

Mr. Tuomas. Instead of having 230 positions, on this basis you will 
have at least 275. How far did I miss it? 

Mr. Scum. We will have less than 230. 

Mr. THomas. How? What became of the money ? 

Mr. Scumip. The 230 positions that were allowed for the current 
fiscal year could not have been financed for a full year with the amount 
allowed by the Congress or by the Bureau of the Budget in the first 
instance, because they realized it was impossible to recruit these people 
and put them on the payroll by the ist of July. It was the middle of 
December before we got them all on. 

Mr. Tuomas. How did you arrive at this figure of 230? 

Mr. Scumip. In some instances the Senate did specifically indicate 
the number. For instance, they indicated the number of additional 
service agents that this money would provide for. 

Mr. Tuomas. Is that in the conference report or in the House 
report ? 

Mr. Scum. I think it is in the Senate report. I will add one 
more thing. We were not given any funds, for the obvious reason 
that Congress could not, nor could we, anticipate these costs for pay- 
ment of the Executive Pay Act, which is $57,000. 
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Mr. Tuomas. That ought to be set up separately in the budget, and 
I find no mention of it. 

Mr. Scumip. No; it is not. We were forced to absorb it. 

Mr. Tuomas. As far as I am concerned, it was long overdue. 

Mr. Scumip. Another item; the Civil Service Commision author- 
ized the promotion of a number of our hearing examiners, and that 
cost us over $100,000. The only way we could pay for those additional 
costs was to delay the recruitment of some of the new personnel, and 
the cost for the Executive Pay Act plus hearing-examiner promo- 
tions was $157,415. So the annualization includes the $157,415. 

Mr. Jonas. You are sure it is not included in the $1,244,279? 

Mr. Scumup. Yes, it is. You see, the $311,131 is included in the 
$1,244,279, that is correct. 

r. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Scumm. Mr. Chairman, one more thought that has a bearing 
on this point. You will recall there was a Senate amendment. on the 
floor which provided for additional funds to take care of some of these 
additional people, and on the floor they specifically mentioned the 
additional number of service agents and safety inspectors. But in 
order to maintain the increased staff of 230 people, this $311,131 would 
be required for fiscal year 1958 to continue them.on a full-year basis. 
This year they have been on a part-of-the-year basis. 

Mr. Tuomas. That is over and above their cost for fiscal 1957 ? 

Mr. Scumm. Yes, sir. 

Mr. Tuomas. What does that make the entire bill for the increase? 

Mr. Scum. The total cost of the 230 people? 

Mr. Tuomas. Yes. 

Mr. Jonas. Mr. Chairman, if we follow that same program, and 
give them this $881,643 for 200 additional positions, and they do not 
have those positions filled until late in the year, we would have another 
annualization charge coming up next year. 

Mr. Scum. It is true this $881,643 would not cover 12 months. 
There is a lapse figure for these new positions we are asking for 1958, 
but it is less than the lapse figure for 1957. 

Mr. Jonas. This $881,643 would not pay the increased cost for the 
200 employees for 12 months ? 

Mr. Scum. That is correct. It would require some annualization 
im 1959. 

Mr. Tuomas. How much more than the $881,643 ? 

Mr. Scumip. It would probably cost another $75,000 to $100,000. 

Mr. Chairman, you asked what the cost of the 230 people will be for 
the current fiscal year. That cost is about $929,000 for 1957. For 
1958 that will increase to $1,240,000. Those figures are approxima- 
tions. That is salary cost only. 

Mr. Tuomas. It does not cover any other objects? 

Mr. Scumip. No, sir. 


ORGANIZATION OF THE COMMISSION 


Mr. THomas. How many bureaus do you have? 
Mr. Scumip. Nine bureaus and four offices. 
Mr. Tuomas. Where is the table of bureaus ? 
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Mr. Crarxe. There is a fairly good list on table 1 after your first 
section. 

Mr. Scum. Page 1. 

Mr. Crarxe. Of the second section. 

Mr. Txoomas. You have the Bureau of Accounts, Cost Finding and 
Valuation ; Finance; Formal Cases; Inquiry and Compliance; Motor 
Carriers; Rates, Tariffs, and Informal Cases; Safety and Service; 
Transport Economics and Statistics ; Water Carriers and Freight For- 
warders. What is that, 8 or 9? 

Mr. Scumip. That is nine. 


ALLOCATION OF ADDITIONAL POSITIONS BY BUREAUS AND OFFICES 


Mr. Tuomas. I went through one table last night showing where 
the increase of 200 positions was going. 

Mr. CuarKke. There is a summary of it on page 2. 

Mr. Scumip. If you will turn over to the next page. 

Mr. Tuomas. Is it 57 in the Bureau of Motor Carrierst 

Mr. Scumip. Yes. 

Mr. Tuomas. 32 in the field; 17 in Operating Rights; and 7 in Mo- 
tor Carrier Safety. 

Mr. Scum. And one new employee for Administration. 

Mr. Jonas. Mr. Chairman, iP you will take these four sheets you 
can see where they are going. 

Mr. Scumm. Mr. Chairman, would you like me to read into the 
record the increases by bureaus ? 

Mr. Toomas. Yes, please. 

Mr. Evins. And let him explain what each one is for, substantially. 


COMMISSIONERS’ OFFICES 


Mr, Scum. In the Commissioners’ offices, we are requesting an in- 
crease of one position. This particular position provides for addi- 
tional assistance to the Chairman on legislative matters as well as 
handling correspondence, and so forth. 


OFFICE OF THE MANAGING DIRECTOR 


In the Office of the Managing Director, we are requesting eight addi- 
tional positions. These.are in the so-called housekeeping area. When 
you increase your operating staff, you increase the number of vouchers 
to be audited, personnel actions processed, and other administrative 
services that must be performed for the additional employees. 

These eight people are needed in connection with the additional 
employees authorized for 1957 and those requested for 1958. 


OFFICE OF THE SECRETARY 


In the Office of the Secretary, we are requesting five additional posi- 
tions. One is to assist in the handling of administrative matters; and 
four are for editorial work in revising the ICC Acts Annotated. 

Mr. Evtns. How far behind are you in the publication of your 
decisions ¢ 

Mr. Scumip. We have 17 volumes now, and I think only 4 are up to 
date. Is that not correct? 

Mr. McCoy. We have 16 now. The 17th is now at the Government 
Printing Office. There are only four that are still in print. 
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Mr. Evins. Four printed ! 

Mr. Scumip. Four still in print. The others are out of print. 

Mr. Evins. One position is for an Assistant Secretary ? 

Mr. Scumm. No, a grade GS-5 junior management assistant. A 
special register has been established by the Civil Service Commission 
from which young fellows out of school and who have excelled in 

ublic administration are recruited in a Government career capacity. 

he idea is to develop improved techniques, improved management by 
men trained in such work. They will develop over a period of years. 


OFFICE OF THE GENERAL COUNSEL 


In the Office of the General Counsel, 2 additional positions are re- 
quested, 1 attorney and 1 clerk-stenographer. That is tied in with the 
additional work imposed on that office as a result of the increased work 
of the Commission. 

Mr. Evins. Off the record. 

(Discussion off the record.) 


TRANSPORT MOBILIZATION STAFF 


Mr. Scumip. The next item is an increase of 12 positions in the 
Transport Mobilization Staff, which is a special office outside of these 
9 bureaus. There is an increase requested there of 12 positions. 

Mr. Evins. What are they ? 

Mr. Scumip. I might say, before I tell you what they are, that most 
of the functions in this office are delegated to us by the Office of De- 
fense Mobilization. Three positions are for ICC participation in the 
bomb damage assessment program ; four positions are for the prepara- 
tion of motor carrier traffic detour and rerouting plans in case of at- 
tack or emergency ; two positions are in connection with the develop- 
ment of a facilities protection and industry security program; two 
positions are to assist in developing plans for transportation under 
attack and postattack conditions; and one administrative assistant 
position for handling and coordinating administrative work in con- 
nection with the various programs mentioned. 

Mr. Evrys. When you put on these 12 new employees, do you put 
on experienced people? 

Mr. Crarge. We will have to recruit them. It is a specialized field. 


BUREAU OF ACCOUNTS, COST FINDING AND VALUATION 


Mr. Scumm. The next increase is in the Bureau of Accounts, Cost 
Finding, and Valuation, where we are requesting nine additional posi- 
tions. “hight are for our cost-finding work. In this connection T 
might add that existing staff is inadequate to conduct the type of cost 
studies required by the Commission. We have been forced to adjust 
basic cost studies for wage and price changes for as much as 10 years 
to reflect increased cost, and so forth, and we should conduct additional 
cost studies from time to time to more accurately reflect those costs. 

Mr. Evins. Is that information largely obtained from the books of 
the companies who file applications with the Commission for rate 
increases, or do you get outside information ¢ 

Mr. Empen. We get it from two sources. We get some from the 
annual reports that the carriers file with us, but often we have to sup- 
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plement that with a questionnaire to the carrier for additional details, 
A poet a of it comes from records we have in our own files. 
r. Evins. Since you have the information in your files, why do 

you need these additional employees to search through your files? 

Mr. Emxen. The information I refer to is the statistical reports 
filed by the railroad companies, but they are not in such shape we 
can get from them the cost of transporting a ton of steel a thousand 
miles, for instance. We have to work that information up through 
a cost formula. 

Mr. Scumip. Finally, we provide one junior management assistant 
for the Bureau of Accounts, Cost Finding, and Valuation. 


BUREAU OF FORMAL CASES 


In the Bureau of Formal Cases, we are asking for one junior man- 
agement assistant, the only increase requested for this Bureau. 


BUREAU OF INQUIRY AND COMPLIANCE 


In the Bureau of Inquiry and Compliance we are asking for 3 addi- 
tional lawyers, 10 additional mpasial’ agents, and 15 clerk-stenogra- 
phers, a total of 28. The primary reason for these people is to step up 
the enforcement program. The additions to the field staff are de- 
veloping more cases, and the net result is we will need additional 
agents to fully investigate complaints and prosecute these matters in 
the courts. 

Mr. Tuomas. Detail your increases, and then we will take up your 
bureaus in more detail. 


BUREAU OF MOTOR CARRIERS 


Mr. Scum. The next increase is in the Bureau of Motor Carriers, 
where we are requesting 57 additional positions, of which 5 are admin- 
istrative to handle the increased workload from increased staffing; 
2 to prepare reports of accidents and safety compliance and to resume 
engineering studies; 7 to check more closely the accuracy of certifi- 
cates, permits, and licenses; 10 to decrease the number of applications 
and petitions on hand and to provide trainees to replace older ex- 
aminers about to retire; 20 to provide adequate clerical assistance for 
field staffs; 5 safety inspectors for administering the regulations gov- 
erning transporters of migratory workers; 7 district supervisors to 
establish motor-carrier offices in the States of Delaware, Vermont, and 
Wyoming, and to assign an additional supervisor at each of 4 points 
where there is a large concentration of motor carriers; and here, too, 
one junior management assistant to assist in handling administrative 
matters. 

Mr. Tuomas. 57 altogether. 

Mr. Scum. Yes, sir. 


BUREAU OF RATES, TARIFFS, AND INFORMAL CASES 


Mr. Tuomas. What is the next Bureau? 
Mr. Scumip. Rates, Tariffs and Informal Cases, a total of 16 addi- 
tional positions, of which 15 are tariff examiners. 
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BUREAU OF SAFETY AND SERVICE 


There is an increase of 26 in the Bureau of Safety and Service, pro- 
viding for 13 supervisory jobs together with 13 clericals. 


BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


The Bureau of Transport Economics and Statistics, an additional 
85 positions. That totals 200. 


OFFICE OF GENERAL COUNSEL 


Mr. Tuomas. Let us take a look at the various bureaus and offices. 

At this point insert page 30, Office of the General Counsel, showing 
travel and other objects cost and the number of personnel, which 
jumps from 18 to 20 in 1958, total cost. of $156,807, plus $5,788 for 
travel, or a total of $162,595. 

(The information referred to is as follows:) 


OFFICE OF THE GENERAL COUNSEL (Activity No. 7) 


The major objective in this Office is defending the Commission’s orders pursu- 
ant to the four parts of the Interstate Commerce Act and related acts in the 
district courts and the United States Supreme Court. It also acts as counsel 
for the Commission in caSes initiated on its own motion, prepares memoranda on 
legal. questions arising in Commission proceedings, its general work, acts in an 
advisory capacity to the Commission on legal questions, and represents the Com- 
mission in intergovernmental matters. 


Comparison of 1958 budget with 1957 appropriation 


Positions Personal Travel Total 
services 


20 $156, 807 $5, 788 $162, 595 
18 141, 559 4,776 146, 335 


+2 +15, 248 +1, 012 +16, 260 


The 20 positions provided in the 1958 budget for this Office are separated by 
categories as follows: 


General Counsel 
Associate General Counsel 
Assistant General Counsel 


The 1958 budget provides 20 positions for this Office which represents an in- 
crease of 2 positions namely 1 GS—9 attorney and 1 GS—5 clerk-stenographer. 


FUNCTION OF THE GENERAL COUNSEL 


Mr. Tuomas. What is the function of the General Counsel’s Office ? 

Mr. Scumip. The major purpose of this office is to defend the Com- 
mission’s orders pursuant to the four parts of the Interstate Commerce 
Act and related acts in the District and Federal courts. 
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TRANSPORT MOBILIZATION STAFF 


Mr. THomas. Let us look at the transport mobilization staff. We 
had a statement in the House report about this activity last year, 
but you didn’t agree with us. You increased the cost from $100,000 
to $225,000. 

Insert page 32 in the record. 

(The information referred to is as follows:) 





TRANSPORT MospILizaTIon StaFF (Activity No. 6) 


This activity provides for functions to be performed within the Commission 
under delegations from the Director of Office of Defense Mobilization to the 
Commission, to be administered by the Commissioner in charge of car service 
activities. 

The 19 positions provided in the 1958 budget for this staff are separated by 
categories as follows: 


a a Sut coeerepugnaiith oriemmaapenmnanertat 1 
Assistant Chief, Mobilization Planning._._....----__-_------_-------- 1 
Dee ne een ee ee eiewenemsemwemanerss 3 
Bomb Gamage Weise I A) oe ah ee 1 
i i cme eails 1 
Transportation officer (communications) ~__..______-.---___-_------_-----_-_ 1 
Transport mobilization planning specialist-__.._..__-_..-.-----_--__--_--_- 1 
Nn ne eenmnerednreeadiie aemeenae trian: 1 
Cee ee ee Le ont mepsapeisenepinsine sateen 9 

sinc oils. 4 toca eih ae acne ete oes ots pap tintderh opines Reaiake Liao abhi tase 19 


The 1958 budget provides for 19 positions for this staff which is an increase of 
12 over the 7 allocated for 1957. The 1958 budget also provides for $225,000 
for this activity as compared with the $100,000 included in the 1957 appropria- 
tion act. The following statement shows a comparison between the current 
program of this staff with the program proposed for 1958. The first item in 
the statement covers the current program of this staff and includes plans for 
operation of transportation under-attack and post-attack conditions and post- 
attack rehabilitation, surveys, and supervision of industry incentive programs, 
supply and requirements estimates for mobilization, and participation in ODM 
emergency relocation tests and FCDA Operation Alert both at the national level 
and at the regional level. The other four items relate to programs which have 
been delegated to this Commission, but because funds are not available from 
the current appropriation, little or no activity is planned for these programs 
during the fiscal year 1957. 


1957 1958 


Programs Ss Oe tee 
Posi-}| Amount | Posi- | Amount 


















1, Transport mobilization staff fumctions.....................-...--.--- 7 10 } $113, 072 

Consultants (5 w. a. €.).....- hanvehindres ible daenraseleatered «owedlie culate GRU hess on | 12, 000 
Sy SEB otek b- cern do ceweebbrewestht<anvlerreacicwenactace es 30, 900 
Bee ee en on etewe pe cndoceclenacentocsscceecs 4 32, 910 
4, Bomb damage assessment program.-_.____...._...---....--.L-------- 3 18, 680 
5. Facilities protection and industry security program ._..............-- Ss ceil atid Toate 2 | 17, 438 

EAL ebced nstdedsin dudbeGbemincesacecaccanedteeseescee 7 100, 000 19 | 225, 000 


Mr. Tuomas. One chief mobilization planner, 1 assistant chief 
mobilization planner, 3 transport specialists. You have a grade 17, 
two 15’s, five 14’s, one 11, and two 9’s, eleven at grade 9 and above out 
of a total of 19 positions. How long will you keep this staff? You 
have good men there. Can’t you put them in some of the other 
bureaus ? 
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Mr. Scum. We have only seven people in that office now. We 
are proposing to increase that staff to 19. The main reason we do not 
feel we can eliminate this function is because the Office of Defense 
Mobilization has delegated authority to us with respect to certain 
defense planning matters. 

Mr. THomas. What are they ? 

Mr. Scum. Mr. Silver is here and he can explain that in more 
detail. 

Mr. Sirver. Having in mind the report of the Appropriations 
Committee and its suggestion, immediately after that the Commission 
took up with Dr. Fleming, the Director—— 

Mr. THomas. The doctor has resigned ; hasn’t he? 

Mr. Stiver. Yes; he has. Gordon Gray has taken his place. We 
took up with Dr. Fleming the views of the committee and asked Dr. 
Fleming to review the assignments of responsibility that the Com- 
mission then had. 

Mr. THomas. What are those responsibilities ? 

Mr. Strver. I do know that emphasis now is being placed by the 
Office of Defense Mobilization not at the national level but more at the 
regional level. 

owever, there is one national program that has been instituted 
since we were last here and that is the National Defense Executive 
Reserve. The Interstate Commerce Commission has set up a unit 
of that Reserve on a pilot program for the first year. 

Mr. Tuomas. What are you doing? There is not much tax-amor- 
tization work. 

Mr. Sriver. Practically none of that. 

Mr. Tuomas. What else is there? You have been planning for 10 
sear Haven’t you made enough plans in the past 10 years? How 

ong has this unit been in operation ? 

Mr. Stuuver. Since July 1, 1955. 

Mr. THomas. You were doing planning back in 1945. 

Mr. Stiver. That was done by a different agency. 

Mr. Tuomas. No. 

Mr. Sriver. There was an Office of Defense Transportation that 
existed then. 

Mr. THomas. You were in that, too; were you not? 

Mr. Stiver. I was General Counsel ; yes. 

Mr. Tuomas. Same group, same planning. What plans did you 
make them that you have thrown out the window which causes new 
ones to be made ? 

Mr. Mitchell, how about this? 

Mr. MitcHety. Please don’t ask me. 

Mr. Tuomas. You have highly trained men. 

Mr. Mireuett. I couldn’t answer. 

Mr. Arpata. We have no direct interest in this except insofar as we 
are connected with transportation. It is one phase of the ODM pro- 
gram. In a way, I think they are the ones who should be in here 
justifying this request. 

Mr. Tuomas. Certainly. They are taking your time and your 
highly trained and skilled personnel. As a matter of fact, if they 
would leave you alone you could do your job a lot better, anyway. 
All right, we understand. 

Thank you very much, gentlemen. 
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BUREAU OF FINANCE 


Let’s look at the Bureau of Finance. Insert page 58 in the record. 
(The information referred to is as follows :) 


BUREAU OF FINANCE (ACTIVITY NO. 1) 


The principal functions of this Bureau are the analysis of applications filed by 
carriers and individuals, and the preparation of decisions involving proceedings 
for certificates of convenience and necessity, permitting construction, extension, 
acquisition, or operation of lines of railroad; or for abandonment of lines of rail- 
road or the operation thereof; for approval and authorization of pooling by 
water carriers ; for authority to consolidate or merge the properties or fanchises 
of two or more carriers subject to part I or part III of the act, or to purchase, 
lease, or contract to operate the properties of such a carrier, or for acquisition of 
control through ownership of stock or otherwise, or for acquisition of trackage 
rights or joint ownership in or joint use of any railroad line owned or operated 
by any other such carrier, and terminals incidental thereto; for authority to rail 
and motor carriers to issue securities or to assume obligation and liability with 
respect to the securities of others, or to sell securities without competitive bid- 
ding; for authority to alter or modify any provisions of any class of securities, 
or the instruments pursuant to which they may have been issued ; for authority to 
hold the positions of officer or director of more than one carrier; for temporary 
approval to operate by a water carrier; for authority to transfer certificates and 
permits to operate as a water carrier; under section 77 of the Bankruptcy Act, 
for the approval of plans of reorganization of railroads, ratification of trustees, 
approval of protective committees, allowances of compensation and expenses, 
and related matters; under chapter X of the same act, relating to plans of reor- 
ganization of carriers and’ corporations. 



























Comparison of 1958 budget with 1957 appropriation 


} 


Fiscal year Positions Personal Travel | Total 
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The 36 positions provided in the 1958 budget for this Bureau are separated by 
categories as follows: 









Neen eee nn cn unc aA a caiman Maa a moemaraleas ates hom anpeeneialesdieh 1 
I item haere ibe acsias nis anhigiven ies ccsinbiareee ll 
PATIO a oe ee RU AO La Sateen 12 
Wemeeees GURIF Nt... eee Lei iw cdi : 


Mr. Tuomas. What is the function of this Bureau? There is no 
increase in personnel. 

This is one of your bureaus, Judge Mitchell ? 

Mr. MircHety. Yes, sir. 

Mr. Tuomas, This is the eyes and ears of one of the commissions; 
is it not? You cannot operate without this group; can you? 

Mr. Mircue.yi. We cannot operate without this, and we must main- 
tain the staff. Frankly, with the present economic and financial con- 
ditions, the work has not been as it was. 

Mr. Tuomas. You mean the boys are not expanding? 
Mr. Mircuetx. That is right. 














N 
Yo 
tior 

A 
Col 


763 


Mr. Evins. Your operating companies are not going bankrupt. 
Your justification figures show few cases of companies filing applica- 
tions under the Bankruptcy Act. 


Mr. Mircue.t. That is right. We had 12*when I first-came with the 
Commission and now we have only 1. 

Mr. Tuomas. How many are in receiving? 

Mr. Mircneu. Four listed in our report. 

Mr. Tuomas. What about the one in my section of the country, the 
Missouri Pacific ? 

Mr. Mrrcnett. That is now out. There was one big reorganization 
case, Florida-East Coast Railroad. 


BUREAU OF ACCOUNTS, COST FINDING, AND VALUATION 


Mr. Tuomas. How about the Bureau of Accounts, Cost Finding, 
and Valuation ? 

Insert pages 36 and 37 in the record. 

(The information referred to is as follows :) 


‘ Bureau oF Accounts, Cost FINDING, AND VALUATION (ActTiIvITy No. 3) 


The principal functions of this Bureau are to (1) formulate and prescribe 
uniform systems of accounts for all types of carriers and freight forwarders 
subject to the Interstate Commerce Act; (2) police the accounts of such carriers 
and freight forwarders to ascertain that they conform to the prescribed account- 
ing regulations; (3) analyze annual reports and other data submitted by carriers 
for the purpose of prescribing specific depeciation rates to be used by steam 
railroads, pipelines, and water carriers; (4) prepare studies and analyses of 
the cost. and revenues of transportation serviees of the various types of carriers 
subject to the jurisdiction of the Commission and to participate in cases before 
the Commission involving costs; (5) police the annual reports of physical prop- 
erty changes prepared by railroads and pipeline carriers; (6) keep current the 
inventories, original cost, and land values of railroad and pipeline properties; 
(7) determine appropriate service lines for use in developing cost of repro- 
duction less depreciation; and (8) develop elements of value and other pertinent 
material for consideration by the Commission and its bureaus in—(a@) the de- 
termination of reasonable rates, charges and divisions thereof, (b) passing upon 
reorganization plans, (c) prescribing original cost for use in setting up new in- 
vestment accounts after reorganizations and mergers, (d@) preparing annual final 
value reports on pipelines, and (e) preparing cost of service studies. 


Comparison 1958 budget with 1957 appropriation 





Fiscal year | Position Personal {| Travel 
services 
| 


$1, 233, 320 $89,185 | $1, 322, 505 
1; 184; 063 | 89,185 | 1,273, 248 
7 +49, 257 
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The following table shows the organizational sections of the Bureau together 


with the number of positions allocated for 1957, and the number requested for 
1958 : 





Allocated Requested 








1957 1958 
Director’s Office: 10 ll 
es os ns one run cl iceinu nk aesoageoreb eas wacetgbes cues 12 12 
WOCNGI Wn ree TAMPONS ta spr asedddede bien ods pdechinacls 28 36 
Section of Engineering, Land and Valuation Order ; feibek ee cas 44 44 
Section of Field Service__......-...-- Na a a aa a aa 98 98 
ak oa Dag tentatcddevsccceteboatusnuthcuidestwbseessavecass 192 | 201 


The continuing increase in the number of motor carriers as shown by the 
following table presents a serious problem, as these carriers, not being experienced 
in regulatory accounting and reporting, require additional attention. 


Number of class I carriers by years 


Increase over prior year 





Date Number bee cnet tetated 44 s 
Number Percent 

NII PE Sad tiknn aenhe Aphieteanaies « 4aioe~ De athe & cash etaepaiaimte BREE A ieteiis scipan chan laientsree oth cil 

Dime ees. ie is Boi Sr Ped od 2, 121 944 80 

Average for year ended June 30, 1950_.__.___-- yy ie 2, 995 874 41 

Average for year ended June 30, 1953______.__- ativhadentinduh 2, 677 | 12318 til 

Average for year ended June 30, 1954____-. ata eae at 2, 848 | 171 6 

Average for year ended June 30, 1956_.._.__.........-.-...-..- 2, 953 105 | 4 

Increase, 1956 over 1988. -...........-..-- bcatentaiten op hblsteke bie wlass bldcbepmiees 1,776 | 151 
1 Decrease. 

2 Decrease due to increasing limits for class I carriers from $100,000 gross revenue per annum to $200,000 

per annum. D 


Mr. Tuomas. This is one of your big bureaus, 201 employees, an 
increase of 9 positions at a cost of about $1, 322,505. 


The principal functions of this bureau are to formulate and prescribe uniform 
systems of accounts for all types of carriers and freight forwarders subject to 
the Interstate Commerce Act; police the accounts of such carriers and freight 
forwarders to ascertain that they conform to the prescribed accounting regula- 
tions— 
et cetera. 


In the field service you have 98 employees. What dothey do? 


SECTION OF FIELD SERVICE 


Mr. Emxen. Those are the men we have out in various parts of 
the country, including Houston and other places, which investigate 
the records of railroads, motor carriers, and so on, to see that they 
are complying with our accounting rules. 


WORKLOAD IN SECTION OF ACCOUNTING 


Mr. Tuomas. You might insert the worksheet on page 40. 
(The information referred to is as follows :) 
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Section of Accounting— Accounting work 





Work units Estimated for 
handled, fiscal fiscal years— 
years— 


1954 | 1955 | 1956 | 1957 | 1988 


Review of proposed accounting in abandonment cases: Entries | 
approved 

Review of proposed entries submitted by carriers in connection with | 
consolidations, mergers, and purchases of carrier property: Entries | 
approved... 

Interpretations furnished to carriers and others regarding provisions 
ofour Uniform Systems of Accounts and other regulations_-_____- 

Special accounting authorizations requiring approval of the Com- 
mission 

Review of applications for authority to issue securities 





Mr. Jonas. Is that all the people in the field do? 
Mr. Emxen. Yes, sir. We have 4,000 companies that are subject 
to accounting rules prescribed by the Commission. 


SECTION OF FIELD SERVICE 


Mr. Tuomas. If we put the data in the record that is on pages 47 
and 48 it will clear up the record. 
(The information referred to is as follows :) 


SECTION OF FIetp Service, Bureau or Accounts, Cost FINDING AND VALUATION 
(Activity No. 3) 


This section has 2 principal functions, 1 of which is to conduct field investiga- 
tions at scheduled intervals of the various types of transportation companies 
subject to the jurisdiction of the Interstate Commerce Commission. The pur- 
poses of these investigations are (1) to assure that accounting regulations 
prescribed for transportation companies are being complied with as well as other 
related regulations including those pertaining to the issuance of securities, the 
extension of credit to shippers, the granting of free transportation, and the 
solicitation of bids where required under section 10 of the Clayton Anti-Trust 
Act; (2) to verify from source records that annual and interim reports required 
to be filed with the Commission fairly and accurately present the facts with 
respect to earnings, financial condition and as to other aspects of the business 
affairs and operations of the reporting transportation companies; (3) to ascer- 
tain and report changes in value and use of lands owned or used by transporta- 
tion companies; (4) and to check the accuracy and completeness of valuation 
reports filed by railroads and pipelines to show changes in property used in 
transportation service through examinations of underlying records and by 
on-the-ground inspections. In addition, this section frequently is called upon 
by other bureaus of the Commission to make special field investigations where 
the services of trained accountants are required to analyze and interpret involved 
accounting entries or to examine into complex financial transactions and ar- 
rangements deemed of questionable propriety or legality. 

The second principal function is to design and formulate the forms of annual 
and interim reports to he filed by class I and II motor carriers, currently 
numbering in excess of 3,200, which will provide such details and information 
concerning their business affairs, activities and operations as deemed most 
essential and useful to the Commission in the various phases of its regulatory 
work ; also to examine such annual and interim reports when filed so as to detect 
and secure corrections through correspondence of errors, omissions, and deficien- 
cies of whatever nature in the facts and data included in the reports. 
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Comparison of 1958 budget with 1957 appropriation 











Fiscal year Positions Personal Travel Total 
services 
Mik .chensankuntscsangatecasPewonsapemuenseade 98 $604, 522 $86, 825 $691, 347 
GR nex ctnseupraciemesscadigesi apap baseccacnsies 98 598, 510 86, 825 685, 335 
1958 compared with 1957-_-.......-...-..- 0 +6, 012 0 +6, 012 


The following table shows by working titles and separated by departmental and 
field the positions included in the 1958 budget: 


$s 





1958 budget 
Depart- | Field 
mental | 
see Ell cd eee aliens amen eed 1 oraiial 
Se VENUE GUNN o a ea see se Contd. Le voll 2 3 
EE RE AE RI. Ne Se ay Pe lata 10 45 
aaa wate tere eaten eeedttnheuses space este coetahhabbeeabe 8 10 
Oe i Do ee, oc nasseawhedeeembabusndteenebtoarenenéonannt 1 
ith de Anncdinn dubogsie ddnsaahdbbetheuduneneusncopsssaelasnindunecgiwopess 4 
SU Ne COIN oc nqccwcckccaldusselbdbbadeckecdesuucvebeccccesse 8 3 
Sian iciine hein oc ueadenbgeh itienebbeiabaudadgonnssbawnl 29 69 


DEPARTMENTAL FUNCTION 


Mr. Tuomas. Page 49 breaks it down further. Insert the table on 
page 49. 
The information referred to is as follows :) 


DEPARTMENTAL 


The departmental force has two main work functions, one of which is the direc- 
tion and supervision of the field staff. This includes the responsibility to develop 
work programs as well as of procedures and techniques to guide the field staff 
in the performance of their assigned duties; to review and evaluate reports set- 
ting forth the findings and results of accounting examinations and special inves- 
tigations conducted by the field staff ; to review and pass on letters of instructions 
to carriers outlining required corrections of specific accounting and other impro- 
prieties disclosed by field examinations, and to check journal entries and other 
material subsequently submitted by carriers to evidence that the requested correc- 
tions had been effected. The second function is to make detailed examinations of 
reports mandatorily filed by class I motor carriers on a quarterly and annual 
basis containing financial statements, operating statistics and other varied data; 
to secure corrections through correspondence of consequential errors and defi- 
ciencies detected in these reports ; and to revise existing and to design new report 
forms and schedules to meet changed needs for regulatory purposes or other 
developments. 

The following table shows by type of carrier the actual number of examina- 
tions conducted during the fiscal years 1954, 1955 and 1956, and estimates of 
those to be made in the fiscal years 1957 and 1958: 








Fiscal years Estimate for fiscal 
years 

1954 | 1955 | 1956 | 1957 | 1958 
nia Ria bak of ——$ —— | -_____ ———E i, —_-—-— 
conn 164 228 | 169 | 252 | 252 
ET EE nintdccccksnedidiéhenccktiandon 761 707 816 | 1,195 | 1, 195 
Be SOD niccenicniccetseennnacedn | 127 160 | 90 | 125 | 125 
la a aca 1, 052 | 1, 105 | 1, 075 | 1, 572 | 1, 572 
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In addition, the field staff conducted a total of 20 special investigations during 
the year 1956. With few exceptions these investigations were made to develop 
factual information and, where needed, substantiating evidence with regard to 
unlawful acts and practices engaged in by carriers. 


FIELD FUNCTION 


Mr. Scum. On page 51 we spell out the four primary functions. 
Mr. Tuomas. Insert the table on page 51 in the record. 
(The information referred to is as follows:) 


FIELD 


The field staff of this section embraces the following functions: 

1. Examination of books of account and related records showing details of ac- 
counting performed by carriers subject to the Interstate Commerce Commission’s 
accounting rules. 

2. Examination of returns filed by railroad and pipeline companies in response 
to valuation orders. 

3. Investigation and reporting changes in value and use of lands owned and 
used by railroad and pipeline companies. 

4. Special investigations to develop facts respecting transactions and arrange- 
ments of questionable legality, or to obtain data required for Commission pro- 
ceedings or other specific regulatory purposes. 

At the present time there are 4,248 transportation companies with gross reve- 
nues aggregating about $17 billion annually subject to accounting regulations 
grouped as ‘follows: 


Motor carriers 

Railroads and allied companies * 

Nee ee ee ee cena penta te mesig tn wattle cape td 
Pipe lines 

Freight forwarders 


1 Includes stockyards, express, sleeping car, and railroad holding companies. 
EFFECT OF WORK OF BUREAU 


Mr. Tuomas. What is the ultimate value of all this when you get 
through? You have 200 people doing a lot of bookkeeping, prescribing 
forms, and you have your Bureau of Transport Economics. When 
you get through, what does it add up to? 

Mr. Arpaia. It is probably the only guaranty you have that rates 
will be based on the proper allocation of expenses to railway opera- 
tions. Of course, you know that the ratemaking base is a valuation of 
the properties, certain elements of value representing the capital in- 
vestment of these railroads, in property and equipment plus working 
capital dedicated to railway operations. They also have property 
and activities of other kinds. 

This part of the activity of this Bureau is the thing that leads to the 
discovery of many instances where expenditures are charged to rail- 
way operations, expenses which do not properly belong there. Asa 
result, if such items were not checked you would have the railroad 
people, and the other carriers as well, establishing a higher base on 
which the propriety of the level rates is determined. 


COORDINATION OF ACTIVITIES TO BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


Mr. Tuomas. We are delighted to have you address yourself to 
this. How do you mesh the activities of this Bureau in with the 
Bureau ef Economics? 


$8278—57—pt. 1—_—-49 
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Mr. Arpata. The Bureau of Transport Economics and Statistics 
Gavenape and tabulates the overall statistics, but the actual investiga- 
tion of the accounts of these carriers is made by the field people in 
the Bureau of Accounts, Cost Finding, and Valuation. 

I will give you an example. This Bureau is the one which I happen 
to supervise this year. From its activities we have discovered viola- 
tions of accounting procedures and of the Elkins Act. A piece of 
property may have been bought for $250,000, 25 or 30 years ago. A 
railroad sells it to a shipper for less than it paid for it. Obviously 
something is wrong. Or they put into operating expenses things 
that do not belong there or improperly allocate expenditures theréby 
inflating or deflating rail earnings for the year they were made, as 
the case may be. You may have a lot of things like that that. are 
innocent and a lot of them that are deliberate. 


EFFECT OF WORK OF BURFAU 


Mr. Tuomas. How does that effect the rates ? 

Mr. Arpata. The rates are based on expenses properly charged to 
railway operations only. 

Mr. Troomas. The Commission is interested in rates, service, and 
so on, and you let the railroads conduct their business within certain 
prescribed rules, regulations, and limitations, What they do with 
their property should be their concern and not the Commissions. 

Mr. Arpata. Let us use a good example. That is true except to the 
extent the public is affected. Take the case of where you have a motor 

carrier who has a leasing subsidiary, and siphons off all of the profits 
from operations to the subsidiar y and shows a defiicit for the operat- 
ing company. It then says “I am not making enough money on the 
present rates.” This is not true. At the same time the company 
controlled by the same stockholder is taking all of the profit of the 
operating company. As far as the public i is concerned they show they 
are not making money from carrier services but we know they are. 

Mr. Trromas. How did the subsidiary come into existence? Did 
you approve 

Mr. Arpata. We have no control over that. The control we have 
is to make sure that operating expenses for running a railroad or 
motor carrier or a water carrier are so allocated. We cannot conti 
what people will do with their own property, but we can control how 
those expenses are going to be allocated. They may have all kinds 
of gimmicks but we will not, and should not, let the books reflect any- 
thing but the true operating expenses. 

Mr. Jonas. Don’t they have to disclose all that information when 
they come before the Commission for a rate increase? 

Mr. Arpata. If we didn’t have this control there would be no way 
of checking that. We have to analyze those figures in the light of what 
we know, and we have to an: alyze those annual reports, and we have to 
check those things in the field. 

Right now we have some serious situations which have developed. 
We have cases where they allocated some so-called tax claims as a 
credit for a certain year. As a matter of fact, there was no basis for it. 
There are a lot of angles to this. 

Mr. Tuomas. What does it add up to when you prevent them from 
doing that? 
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Mr. Arpata, When you take the actual operating expenses and not 
those thrown into that account, you get a true figure rather than some- 
thing which is distorted, and that is the important thing. 

Of course, you know carriers have all sorts of noncarrier activities 
and properties. They can do a lot of things. 

Now, for instance, there are some carriers who own considerable 
real estate. You probably have heard of some of those situations. 
Maybe the man in charge of the real estate is producing more net in- 
come for the stockholders than the man running the railroad or the 
motor carrier. 

If they take and drain off from operations revenue that properly 
belongs there and charge to operating expenses items which don’t be- 
long there, we can’t control it 100 percent—but we want to make sure 
they can’t say “It costs us so much to carry your freight and pas- 
sengers” when it is not true. 

You cannot under the law give a rebate or concession to a shipper 
but there are many ways it can be done. 

Mr. Tuomas. That is very much to the point. 


BUREAU OF FORMAL CASES 


Next is the Bureau of Forma! Cases, page 62. You have an increase 
from 109 to 110 employees; total cost of $970,185. 
The justification states: 


This Bureau, with a staff of hearing examiners (attorney-advisers), and a 
clerical force, assists the Commission by conducting formal hearings, preparing 
proposed reports, proposed final drafts of reports (decisions), and making rec- 
emmendations upon pleadings and motions in the following types of proceedings: 
Formal investigations; formal complaint and answer proceedings; investigation 
and suspension proceedings instituted upon protests, or the Commission’s own 
motion, with respect to changes in rates, fares, rules, regulations, or practices pro- 
posed by the carriers in their tariffs ; consideration of applications for relief from 
various prohibitions in the acts administered, including particularly section 4 
of the Interstate Commerce Act; applications for the issuance of certificates and 
permits to water carriers and freight forwarders for authority to operate in 
interstate commerce ; and applications under section 5 (a) of the act, from groups 
of carriers or freight forwarders, for approval of agreements entered into by them 
to govern methods of considering jointly the initiation and establishment of rates, 
fares, charges, divisions of revenues on joint traffic rules, and regulations affeect- 
ing transportation of freight or passengers. 

Effective September 15, 1955, the Commission transferred all formal pro- 
ceedings involving the rates, fares, rules, regulations, and practices of motor car- 
riers from the Bureau of Motor Carriers to the Bureau of Formal Cases. In con- 
nection with this transfer, 6 hearing examiners and 4 examiners (attorney- 
advisers) of the Section of Complaints were transferred to the Bureau of Forma] 
Cases. 

TRANSFER OF DUTIES FROM BUREAU OF MOTOR CARRIERS 

Will that tend to speed up the workload in the Burean of Motor 
Carriers ? 

Mr. Ciarker. Yes, sir. 

Mr. Tuomas. You are getting it under one roof where it belongs. 
Is that right? | 

Mr. Crarke. That is what we are driving for. 


WORKLOAD DATA 


Mr. Tnomas. Insert the table in the middle of page 63 in the record 
showing the workload. 
(The information referred to is as follows :) 
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To show the increase in the workload of formal proceedings resulting from 





the transfer of the motor-carrier rate proceedings to this Bureau, the following 
summary includes, under the 1956 column, both railroad and motor-carrier rate 
proceedings, although the latter were not transferred to the Bureau until Sep- 
tember 15,1955. The figures embracing both railroad and motor-carrier proceed- 


ings are underscored : 




















Fiscal year Percent of 

es uae} imcrease in 

1956 over 

1954 | 1955 1956 1955 

Pend beginning of year_.........- ddisditieiateactniekiieds iain 680 680 1,660 142.6 
Recei oe ER WS 5 db55 448 Se ad ebs nods isscben- bab. 498 716 1,848 158. 1 
D jam Be a aHtped onesehse+en<sber ed 498 602 2, 292 280.8 
51.9 


Penis, eee GN ek. 2.2 ee eee 680 794 1, 206 





The following statement includes the motor-carrier rate proceedings for the 


fiscal years 1954, 1955, and 1956: 








Fiscal year Percent of in- 
alg ad chen crease in 1956 
| over 1955 
1954 1955 1956 
Pending, beginning of year..................-.....----... 1, 203 1, 363 1, 650 21.0 
NG NO WOE 6 GE cgi nnn clndatiindesousésasbed 1, 591 2, 167 1, 848 114.7 
SY Ur TENS FOUR a ce wiv ciinidashdgdeddtenctiscupoante 1, 431 1, 880 2, 292 21.9 
EE, GIN OE FORT. ccccoccccnaphecubsbnbdstraerbicicbivk 1, 363 1, 650 1, 206 126.9 
1 Decrease. 


Mr. Tuomas. Pending in the beginning of the year 1954 there were 
680 cases, in 1955 there are 680, in 1956 there are 1,650. Why is there 
such a big jump? 

Mr. Scum. There was a transfer of motor carrier rate cases from 
the operating rights section of the Bureau of Motor Carriers to the 
Bureau of Formal Cases. Where we have the figures underlined that 
reflects the combined total. You have to drop to the table below to see 
the real increase. 

Mr. Tuomas. Pending, fiscal year 1956, there are 1,200 cases roughly. 

Mr. Ciarke. That shows a decrease over 1955. 

Mr. Tuomas. In 1955 it is 1,650 and in 1954 it showed 1,363. You 
showed a sizable decrease in 1956 over 1955, did you not? 

Mr. Cuiarke. Yes, sir. 

Mr. Vursrtu. I note on page 38, third paragraph, you ask for a jun- 
ior management assistant. On page 63 you ask for a junior man- 
agement assistant. 

I think in three different instances you ask for that position. I 
assume you have reference to 3 different organizations or 3 different 
places ? 

Mr. Scum. It appears on five different occasions. 

Mr. Criarke. In five different bureaus, one for each of five bureaus. 


BUREAU OF INQUIRY AND COMPLIANCE 


_ Mr. Tuomas. Insert page 68 in the record, Bureau of Inquiry and 
Compliance. 
(The information referred to is as follows:) 
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BUREAU OF INQUIRY AND COMPLIANCE (Activity No. 2) 


The principal objectives of this bureau are to enforce the criminal and. penal 
provisions of parts I, II, I1I, and IV of the Interstate Commerce Act and like 
provisions of the Elkins Act; to enforee orders of the Commission issued under 
section 1 (15) and 1 (16) ; to assist in the enforcement of other statutes affecting 
transportation and carriers; and to represent the Commission in formal docket 
investigations instituted by it and specially assigned to the Bureau. 

Comparison of 1948 budget with 1957 appropriation 


Fiseal year Positions | Personal 
services 





96 $625, 148 $68, 993 $964, 141 
68 475, 361 45, 959 521, 320 


1958 compared with 1957_...-..-.2.2.22---2-.2--2- +28 | +149, 787 +23, 034 +172, 821 





The increase of $149,787 requested for personal services is for the 28 additional 
positions ($123,022); annualization of the 11 additional positions authorized 
for 1957 ($24,390) and $2,375 for 1 more compensable day in 1958 than in 1957. 

The increase of $23,034 for travel. is needed for the additional positions 
provided in the 1958 budget. 

The 96 positions provided in the 1958 budget for this bureau are separated by 
eategories as follows: 


Depart- Field Total 
| mental 


Director and assistant. .__........._.- j i Si 
Chief of section. _-. ___- a 

Attorneys. . sasaki 

Special agents... __. 

Clerical] staff 


The budget request for 1958 provides for 96 positions which compares with 68 
positions allocated for 1957. The increase of 28 positions represents 3 attorneys 
and 2 clerk-stenographers for the Washington staff to handle the increased work- 
load and to reduce the backlog of cases of violations, and 10 special agents 
and 138 clerk-stenographers for the field service. 

Mr. Ciarke. We are committed to a policy of stepped-up enforce- 
ment in all areas. 

Mr. Tomas (reading) : 

The increase requested for the Washington staff is for the Section of Rail, 
Water, adn Forwarder Enforcement and is needed for two primary reasons. 


First, to reduce the backlog of more than 100 cases, the major portion of which 
already has been investigated. 


BUREAU OF MOTOR CARRIERS 


Let us look at the Bureau of Motor Carriers on page 74. This is 
one of your large and important bureaus. You show an increase from 
720 to (77 positions, 

Insert page 74 in the record. 

(The information referred to is as follows :) 


BurEAv OF Moror Carrrers (AcTIvITIES 1 anp 2) 
The functions of this Bureau are shown under two activities, activities Nos. 


land 2. The Section of Operating Rights which handles matters dealing with 
operating authorities and finance proceedings are shown under activity No. 1, 
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and the Sections. of Administration, Insurance, Safety and Field, dealing pri- 
marily with compliance, enforcement, and regulation, are shown under activity 
No. 2. 

i The duties of the Bureau relate to the regulation of motor carriers under 
1 part II of the Interstate Commerce Act, including the issuance of certificates 
of convenience and necessity, permits, and licenses; handling complaints of 
shippers and others against the rates, charges, and practices of motor carriers; 
administering the Commission’s rules regarding insurance for the protection of 
f the public; investigation of violations of part I1; and promoting safety of opera- 
tion and equipment of motor carriers. It also deals with insurance of freight 
forwarders under part IV of the act. 








Comparison of 1958 budget with 1957 appropriation 











































i Fiscal year Positions Personal Travel Total 
services 
cine iilicethilinitilii ain eninge clinical nninaniets 777 $4, 447, 809 $304, 655 $4, 752, 464 
Pn didh shih bvabibvandbbacateddassossvescnces 720 3, 984, 453 302, 926 4, 287, 379 








1958 compared with 1957.......--..--------------- +57 | +483, 356 +1, 729 | +465, 085 


Mr. Tuomas. Who heads the Division this year ? 
Mr. CiarKe. Commissioner Hutchinson. 


FIELD SECTION, BUREAU OF MOTOR CARRIERS 


Mr. Tuomas. Insert pages 75 and 76 in the record at this point. 
(The information referred to is as follows :) 


Section of field 

Thirty-two positions ($120,893) ; namely, 7 district supervisors to reduce the 
number of carriers assigned to district supervisors in the States of Maryland, 
New Jersey, Michigan, and Oklahoma and to establish field offices in the States 
of Delaware, Vermont, and Wyoming; 5 safety inspectors, as a result of Public 
Law 939, jurisdiction over the comfort and safety of migrant agricultural work- 
ers when transported by motor vehicle was given to the Commission. It is ex- 
pected that a minimum of 5 man-years of safety inspector work will be required 
to make the provisions of this law effective; 20 clerks to handle the increased 
workload resulting from the additional technical personnel authorized for the 
current fiscal year and for the additional employees requested for 1958; $8,883 
for 1 extra compensable day in 1958 as compared with 1957; and $157,628 for 
annualization of the 134 additional positions authorized for the current fiscal 
year. 

The relative importance of the several modes of transportation in the United 
States can be estimated only broadly because uniform and complete statistics 
for all transport agencies are not available. While the number of carriers under 
the Commission’s jurisdiction has not changed materially in the last several 
years, the number of vehicles operated and the number of tons of property trans- 
ported has increased steadily. As stated in the Commission’s 68th Annual Re- 
port, the volume of property being transported continues at a high level as evi- 
denced by an alltime high in ton-miles for property motor carriers of 214 billion 
in 1954. The increase in ton-miles and vehicles operated by motor carriers 
emphasizes the importance of the Commission’s work in the highway transport 
field. 

In addition to general regulation of for-hire motor carriers, Congress has 
charged the Commission with the responsibility of prescribing and enforcing 
regulations to govern safety of operation and hours of service of employees with 
respect to for-hire trucks and buses and private trucks used in the transportation 
in interstate or foreign commerce. Safety work has become of increasing im- 
portance as the highways are becoming more congested and the amount of ex- 
plosives transported over the highways has increased as a result of the defense 
program. Safeguards to assure the safety of operation of such vehicles be 
comes increasingly a matter of public concern. The following tabulation shows 
the approximate number of motor carriers subject to the jurisdiction of the 
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Commission and the approximate number of motor vehicles operated by each 


Number of | Number of 

Type of carrier interstate | vehicles (ap- 
| carriers (ap- | proximate) 
| proximate) 





19, 526 360, 594 
91, 651 844, 201 
47, 986 225, 915 


159, 163 1, 430, 710 





Section of Administration, Bureau of Motor Carriers (activity No. 2) 


The work of this section covers all of the administrative details for the entire 
Bureau, such as personnel, space, equipment, supplies, time records, preparation 
of general services, mailing list records, expense and travel records and vouchers, 
and other miscellaneous items both for Washington and for the field offices. 


Comparison of 1958 budget with 1957 ett eat 





Fiscal year Positions Personal fi Travel Total 
services 
| 


nals 3 ‘ 23 $119, 491 $6, 300 $125, 791 
= eae 22 114, 965 5, 560 120, 525 


1958 compared with 1957. __._-- ee +1 +4, 526 +740 +5, 266 





The 23 positions provided in the 1958 budget for this section are separated by 
categories as follows: 


Director and assistant director 

Field assistant 

Administrative officers 

monmey Gn Vimeo ee ere iis eA eee 
Clerks, typists, stenographers 

weanor Tagnagement gesistant...... in te i es a Soles pkicnlel oul ay 
Messenger 


-_ 


2 
1 
2 
a 
5 
1 
1 


) 
w 


The 1958 budget provides for 23 positions for this section, which represents an 
increase of one over the 22 positions authorized for the current fiscal year. The 
additional position is requested for the following purpose: 

As pointed out in the Wolf Management Engineering Co., report, increased 
attention to administrative problems is required. The 1958 budget provides for 
the employment of one junior management assistant, who will be obtained from 
a special register established by the Civil Service Commission, to aid in perform- 
ing administrative responsibilities. 


Section of Insurance, Bureau of Motor Carriers (activity No. 2) 


The major objectives of this section are administering for the Commission its 
Tules and regulations issued pursuant to sections 211 (c), 215, and 403 (¢c) and 
(d) of the act, governing filing and approval of security for the protection of the 
public by brokers of transportation, motor carriers, and freight forwarders. 


NUMBER OF INTERSTATE CARRIERS 


Mr. Tuomas. How many certified carriers do you have now? 

Mr. Hurcutnson. 19,000. That is shown on page 75, Mr. Chair- 
man. It is 19,526 according to the figure here. 

Mr. Tuomas. How much of an increase is that over this past year? 

Mr. Hurcurinson. Number of carriers? 
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Mr. Tomas. 19,526 for-hire, private are 91,651. 

Have you a table showing what you have done in the way of increase 
or decrease for the last 3 or 4 years? 

Mr. Hurcutnson. Motor carriers? 

Mr. Tuomas. Yes. 

Mr. Hurcuinson. I don’t believe so. 

Mr. Tuomas. Are these 19,526 for-hire carriers under your juris- 
diction ? 

Mr. Hurcutnson. Yes. 

Mr. Tuomas. How many vehicles do they have, 360,594? 


PRIVATE AND EXEMPT CARRIERS 


Mr. Hurcurson. Yes. And carriers listed under private and 
exempt also are subject to our safety regulations, regulations of the 
Bureau of Motor Carriers. They transport goods in interstate com- 
merce. 

Mr. Tuomas. But they are not licensed by you, are they? 

Mr. Hutcuinson. No. They are private and exempt. 

Mr. Tuomas. What exempts them from your jurisdiction ? 

Mr. Horcuinson. The act itself. 

Mr. Tuomas. What is the basis for it? 

Mr. Hurcutnson. The act exempts them from everything except 
safety regulations. 

Mr. Tuomas. What is the basis for the exemption, hauling their own 
merchandise or what ? 

Mr. Hutcutnson. Agricultural commodities generally. 

Mr. Tuomas. What else ? 

Mr. Crarxe. It is not necessarily their own merchandise. Fish, ag- 
ricultural commodities, and private carriers are exempt. 

Mr. Tuomas. Those are the three exemptions set out in the act ? 

Mr. Hutcurnson. That is right. 


BUREAU OF RATES, TARIFFS AND INFORMAL CASES 


Mr. Tromas. Rates and tariffs, page 111. We will insert pages 111 
and 112 in the record. 
(The information referred to is as follows :) 


BuREAU or RATES, TARIFFS AND INFORMAL CASES (ACTIVITIES 1 AND 4) 
GENERAL 


The program and performance of this bureau is shown under two activities; 
namely, “Activity No. 1: Regulation of carriers’ rates, practices, operating au- 
thorities, and finance,” and “Activity No. 4: Supervision and interpretation of 
tariffs.” The work of the Suspension Board and the Fourth Section Board is 
included under activity No. 1 and the sections of Administration, Informal Cases. 
Motor Tariffs, and Rail Tariffs are included under activity No. 4. 


Comparison 1958 budget with 1957 appropriation 














Fiscal year Positions Personal Travel Total 
services | 
i dhe dle Re a eee 
OUR crcecatg <Kanrpedeests attain ab Gutbletinty wit soe 251 $1, 364, 341 $1, 400 $1, 365, 741 
teat adios dncaesenesietil al lb eet onde 235 1, 286, 363 1,040 1, 287, 403 
1958 compared with 1957_................---. +16 +77, 978 +360 +78, 338 
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The increase of $77,978 and 16 positions is requested for the following primary 
purposes : 

Section of Administration.—One position ($3,164) to assist management in 
the performance of administrative responsibilities, cost of 1 extra compensable 
day in 1958 as compared with 1957 ($212), and ($1,726) for the annualization of 1 
additional position authorized for the current fiscal year. 

Section of Motor Tariffs.—Ten positions ($40,423) te provide additional tariff 
examiners for more effective tariff examination, and ($1,521) cost of 1 extra 
compensable day in 1958 as compared with 1957. 

Section of Rail Tariffs.—Five positions ($19,506) to provide additional tariff 
examiners for more effective tariff examination, ($1,877) cost of 1 extra compen- 
sable day in 1958 as compared with 1957, and ($6,846) for annualization of 3 
additional positions authorized for the current fiscal year. 

One of the primary factors of regulation is the publication of tariffs showing 
the charges which carriers will make for the service they perform and the col- 
lection of such charges by the carriers. A clear and definite statement of the 
charges is essential to effective regulation. The Commission prescribes rules 
and regulations in the form of tariff circulars which ate designed to assist car- 
riers to make their statements of rates and charges clear and definite. It is 
the function of the Bureau to review the tariff schedules for compliance with 
the rules and to take steps to obtain correction of tariffs where the rules are vio- 
lated or doubtful provisions are published. Where controversies between ship- 
pers and carriers develop over provisions of tariffs, attempt is made by the Bu- 
reau of Kates, Tariffs, and Informal Cases to resolve the differences as to the 
lawfulness under the Interstate Commeree Act and proper interpretation.of the 
tariffs, either by informal rulings or by the informal complaint procedure. 

The volume of tariff matter filed depends principally upon the activity of the 
carriers in revising their rates and charges to meet the changing needs of com- 
merce and costs of operation, and to develop, retain, or regain particular seg- 
ments of traffic. 

The volume cannot be gauged by the number of tariffs or schedules filed. A 
tariff or schedule may consist of a single page or several hundred pages, and 
may contain the rates and charges of a single carrier between two points or 
of many carriers between points in a wide area or several territories. The 
number of pages in a majority of tariffs fall somewhere in between these two 
extremes. 

The work of examining tariff schedules to see that they comply with the act 
and the rules and regulations prescribed by the Commission, and to criticize 
them for failure to comply therewith or to definitely and clearly state the ap- 
plicable rates and charges and other provisions is triat of grade GS-7 transporta- 
tion tariff examiners and their immediate supervisors. 


Mr. Troomas. You had a table or two I was interested in. 
Mr. Scumip. Two of them. 


BOARD OF SUSPENSION 


Mr. Tuomas. Let us insert the table on page 115. 
(The information referred to is as follows:) 


BoarD or SUSPENSION 
BUREAU OF RATES AND INFORMAL CASES (ACTIVITY No. 1) 


It is the duty of this Board to analyze and réview all requests for, or matters 
involving, the suspension of proposed changes in rates, fares, charges, rules, and 
regulations filed by all transportation agencies subject to the act, to develop by 
investigation all available facts pertaining thereto. 


Comparison of 1958 budget with 1957 appropriation 


| | 
Fiscal year | Positions Personal | Travel Total 
services 
| 


Ns 5h 44 bien bis id Gite bho bade ves ann ds eceni-bbwen sea 32 $199, 217 | 0 $199, 217 
SA oh cork oh nestonarenadsnietinedns-9enodtapnst <a Geb 32 197,345 | ) 


’ 


( 
1958 compared with 1957 0 +1, 872 | 9 | +1, 872 
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‘The 32 positions provided in the 1958 budget for this section are separated by 
categories as follows: 











I inh seh iE i el ces ether nts oped ofin <item aetna eee 1 
I I eat Si ach tah aspen ttctatinhinbintty Gach iain 4 
I UN i asl can cab heniennnneny atpedh~ tess ~inyemephiaige-eiond bhivery- +H elenicbl 1 
Rs i SN i en ctl ahem Ghd ih nme chee nth ee ee agentes 19 


Clerks, clerk-stenographers, and messengers_..___._.---.--.---~-----..-. 


FOURTH SECTION BOARD 


Mr. Tuomas. Insert the table on page 117. 
(The page referred to is as follows :) 


Fourth Section Board, Bureau of Rates, Tariffs, and Informal Cases (activity 
No. 1) 


The work of this Board pertains entirely to matters arising under section 4 of 
the Interstate Commerce Act, which prohibits railroads, water carriers, and 
pipelines, either severally or jointly, from charging rates, fares, or charges for the 
transportation of passengers or property which are higher for shorter than for 
longer hauls over the same line or route or which exceed the aggregate of inter- 
mediate rates, fares, or charges, except as authorized by the Commission or by 
the Board upon application and after investigation as provided in the section. 












Comparison of 1958 budget with 1957 appropriation 








Fiscal year 





Personal Travel 


services 


Positions 





























BS 2 chshce Ack cometh ack ~ phd ~cdiss ORs sates ded 21 $130, 985 0 $130, 985 
EA ita dh a Ra detiadlatnnnd dp cdiimetdch~sesudeundaanedne 21 130, 484 0 130, 484 
1958 compared with 1957_..................--..-- 0 +501 0 
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The 21 positions provided in the 1958 budget for this section are separated by 
categories as follows: 


ee Eran i ih hal hd ih ed td Shh oth sdb eda hci balbe nin 1 
I a il I AE ert Uh entel 3 
I es cneocininatn eidsiatiniisiesiereippiameanibscnionsbieraaRoneds ] 
Neen in wipe odcnentuteinianerenebesehetnoie 12 


Clerks and clerk-stenographers 


The following statement shows the workload for the past 3 fiscal years and 
estimates for the fiscal years 1957 and 1958 : 
















SECTION OF INFORMAL CASES 


Mr. THomas. Insert the table on page 119. 
(The information referred to is as follows :) 






SecTION or INFORMAL CASES, BUREAU OF RATES, TARIFFS, AND INFORMAL CASES 
(Activiry No. 4) 


This section handles informal complaints, such as shippers seeking damages 
on account of misrouting, reparation on account of the exaction of unjust or 
unreasonable charges, and claims for recovery of charges alleged to have been 
collected by carriers in excess of the applicable charges; passes upon applications 
submitted by carriers requesting authority to make reparation on past shipments; 
and handles administratively agreements between common carriers by railroad 
or express company with the others regarding the furnishing of protective service 
against heat or cold to property transported in interstate or foreign commerce. 


ee ee ee. 


“<4 
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Comparison of 1958 budget with 1957 appropriation 











Fiscal year Positions Personal Travel Total 
services 








4 Ss ene Dace j\-—- se 


} | 

14 | $87, 803 

14 87, 473 87, 473 

1958 compared with 1957 0 +330 +330 


The 14 positions provided in the 1958 budget for this Section are separated 
by categories as follows: 


Chief of Section 
Chief of Branch 
Pxaminers 
Clerks 


Total 


The number of informal complaints on hand at the end of fiscal year 1956 
was 162 less than at the end of fiscal year 1955. This reduction was accomplished 
by temporarily assigning an examiner from the Special Docket Branch of this 
Section to informal complaints work, with a resultant decrease in the number 
of special dockets worked and an increase in the number on hand at the end 
of fiscal year 1956. 

The number of cases on hand in this Section is high, and that necessarily must 
be so to a certain extent because there are always a large number of cases in the 
process of investigation. This entails considerable time-consuming correspond- 
ence with complainants and carriers. 


NUMBER OF TARIFF SCHEDULES REJECTED 


Mr. Tuomas. Insert the top half of page 122 in the record, including 
the table. 
(The information referred to is as follows :) 


The condition of the present effective motor tariffs and schedules is very 
unsatisfactory. Because of the lack of sufficient help, we have not been able for 
several years to give the tariffs any more than a cursory examination, and many 
tariffs have had to be passed to the files without even a satisfactory cursory 
examination. As illustrated below, fewer tariff publications were criticized in 
each of the succeeding fiscal years shown: 


| 
Tariffs received and number 
of pages therein Number of Percent of 
criticisms tariffs 
written criticized 


ae 
Tariffs 





75, 859 | 


87, 972 


Mr. Vursexi. Mr. Chairman, looking at the last paragraph, I think 
it should be in the record. 


A complete examination of a random selection for test purposes of 36 motor 
tariffs and schedules filed during the month of July 1956 disclosed that de- 
ficiencies exist in 100 percent of the filings. Some of the deficiencies were serious 
enough to warrant rejection of certain of these tariffs; others were of a nature 
that would result in controversies between the carriers and shipping public. In 
the 36 letters of criticism (or rejection) written, more than 123 provisions, rules, 
or rate items were criticized for failure to comply with our tariff circular rules. 
Only 9 of these irregularities would have been discovered if only a cursory ex- 
amination had been made of these tariffs. 
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Mr. Tuomas, That comes about by virtue of the fact that the law 
gives the carriers the right to file the tariff schedule, and unless ex- 
ception is made.within a reasonable period of time they go into effect. 
Is that it? 

Mr. Ciarke. That is right. We have not enough examiners to 
check them to see if they were properly filed. Sometimes it is too 
late before the error is discovered. 

Mr. Tuomas. One day they may charge $1 and the next day they 
will charge $1.10. In that case they are not late in getting in that 
complaint. 

Mr. Cuarxe. Not if it is a regular shipper. Many shippers use the 
tariff only once in a while. 

Mr. Evins. The statement Mr. Vursell read would indicate that you 
made a random selection of tariff examinations. Do you pick out 
just a few at random ? 

Mr. Crarxe. That is right. 

Mr. Evrns. Another statement in your justification indicates you 
don’t even make a cursory examination. Do you just look at them 
when a rate case is involved, or does your staff go through the field 
tariffs all the time? 

Mr. Cuarke. We are going through them all the time within the 
limits of our manpower. 

Mr. Cox could describe it in more detail. 

Mr. Cox. That has reference to examining the tariffs as they are 
filed by the carriers to see whether they comply with our tariff cir- 
cular rules which prescribe the form and manner in which tariffs 
should be filed, and also to see whether they state the charges and 
the rules and regulations in connection with the charges clearly or 
not, or whether there are ambiguities. 

If we find they don’t comply with our rules, and there are in- 
definite provisions in there, the tariff examiner attempts to clear that 
up before the tariff goes into effect. By doing that you avoid con- 
troversies between carriers and shippers as to the proper charge ap- 
plicable under the tariff. 

Mr. Evrins. The question of your examination, then, is as to the 
form ratherthanastotheamount. Isthat right? 

Mr. Cox. That is right. 

Mr. Vursewn. The question I thought could be brought out there 
is whether or not you are terribly understaffed in that particular see- 
tion. It doesn’t seem as if it is a very good record as it stands. 

Mr. Cox. We are very much understaffed, Mr. Congressman. 

Mr. Tuomas. The point is that if you had 9,000 people there the 
9,000 could not show the carriers in the first instance how to file a 
proper report. 

Mr. Scum. There is one comment which should be made in con- 
nection with this matter. We have been asking for additional people 
from the Budget Bureeu for several years and without any specific 
results, so this year we conducted, in collaboration with Director Cox, 
a study of the matter. We pulled at random these 36 tariffs and 
made a very complete examination of those tariffs to see exactly how 
much error is being made. Actually we don’t make a complete exam- 
ination of any of these tariffs. We make a cursory examination of 
all of them. 
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Mr. Tuomas. All right. Suppose there is an error, and I am sure 
the fact and figures you set out are correct, how much would it cost 
the shipping public because of that error? 

Mr. Scumip. That would be a difficult thing to determine. 

Mr. Tuomas, Did it cost them anything over and above? 

Mr. Scumip, With respect to these errors we found here? 

Mr. THomas. Yes. 

Mr. Cox. It could. For instance, taking a simple case, if a carrier 
transposed the figure and made it 86 instead of 68 cents, the shipper 
would have to pay 86 cents as the law requires the carrier to collect and 
the shipper to pay no more or less than the amount specified in the 
tariff. 

Mr. Ciarke. We cannot tell how much it cost the shipper because we 
don’t know how much traffic moved on these improper rates. 

Mr. Tuomas. Did you get complaints from the shippers about. the 
schedules ? 

Mr. Arpata. He has to file a complaint under section 6 and claim 
he was charged the inapplicable rate. He has to litigate that privately. 

Mr. Botand. What is wrong with that procedure? 

Mr. Arpata. Makes for a lot of unnecessary expense and burden 
to the shipper and the Commission. Obviously a tariff must be applied 
as it is written, and sometimes even though it is an obvious error, the 
only way you can have it corrected is to have a clearer tariff filed, and 
if the tariff is ambiguous you can have a lot of monkey business going 
on. It can be interpreted two different ways—another way of giving 
a break to one shipper as against another. 

Mr. Botanp. Does the shipper know what the tariff is when he gets 
the rate from the carrier? Doesn’t he recognize the fact that it is an 
improper tariff? Why is not the burden upon him rather than upon 
the Government to supervise these tariffs for him? 

Mr. Cox. The law requires the carriers to publish their rates and 
charges and to state them clearly. 

Mr. Bonanp. Yes. 

Mr. Cox. If they don’t state them clearly it results in controversy 
between the carrier and shipper as to what the applicable charge is. 

It is true the shipper is charged with knowledge of the rate. 

Mr. Tuomas. What errors did you find ? 

Mr. Ciarke. Page 123 shows some of the typical irregularities. 

The individual tariff of one carrier named a truckload rate on paper 
articles which conflicted with a rate on the same traffic published for 
the carrier in an agency tariff. 

A motor contract-carrier schedule contained an hourly rate based on 
a 48-hour week, whereas its bilateral contract with the contracting 
shipper was based on a 40-hour week. 

Mr. THomas. Do you consider this work important ? 

Mr. Crarke. Extremely important. 

Mr. THomas. Your judgment should be awfully good in that field. 

Mr. Freas. I think you stated if we had 9,000 people we couldn’t do 
a complete job, and you may be right. Take, for example, the Internal 
Revenue Service. When people think a large number are checked 





780 


there, is compliance. If we checked a substantial) number, though 
nowhere near all of them, we would get much more compliance in the 
first instance. These errors in many cases are expensive not only to 
the parties but particularly to the Government. 

If a tariff is;ambiguous somebody has to construe it. The shipper 
will put one construction on it, the carrier another, and when it comes 
before us we don’t know which way it will be construed until we have 
the record. It runs into hundreds of thousands of dollars in many 
cases, andit is all work that cannot be avoided completely but can be 
very greatly reduced if these tariffs are checked. 

Mr. Bouanp. You have asked for 16 additional positions in this 
particular field ? 

Mr. Freas. Yes. Ten in one branch and five in another. Ten in 
Motor Carriers and five in Railroads. 

Mr. Botan. You have 235 positions now ? 

Mr. Freas. No. 

Mr. Cox...On this particular work we have 11, I believe, on rail, and 
16 on motor. 

Mr. Botanp. Will 16 positions be sufficient to take care of the 
problem? 

Mr. Scumip. Permit us to make a complete investigation of 5 per- 
cent of all motor-carrier schedules filed. 

Mr. Freas. You have the statement on informal cases on page 119, 
and of the Fourth Section Board on page 117 


BUREAU OF SAFETY AND SERVICE 
Mr. Tuomas. Insert page 130 in the record, Bureau of Safety and 


Service. 
(The information referred to is as follows :) 


BUREAU OF SAFETY AND SERVICE (Activity No. 5) 


GENERAL 


This Bureau was established by the Commission effective June 1, 1954, and 
consists of the former Bureaus of Safety, Service, and Locomotive Inspection. 
This consolidation places under one director all operating activities relating to 
safety on railroads and car utilization; also it has resulted in the development 
of an improved safety program and a better balance of inspection of railroad 
activities. 


Comparison of 1958 budget with 1957 appropriation 





Fiseal year Positions Personal Travel Other 
services objects 


350 $2, 362, 701 $682,802 | $189,364 $3, 234, 867 
324 2, 138, 389 599, 867 | 24, 331 2, 762, 587 


1958 compared with 1957__.-.._-- +26| +224,312 +82,935 | +165,033 | +472, 280 
| | 
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The Bureau of Safety and Service consists of four major units. The following 
statement shows by these units the position allocated for 1957 and those re- 
quested for 1958: 


epee $e — — 
Allocated, Requested, Increase 
~ Ono 


Ee 


Director’s Office: 

Departmental 

Field 
Section of Car Service____- 
Section of Locomotive Inspection 
Section of Railroad Safety 








Mr. THomas. You want an increase of 26 jobs this year, total cost 
of $3,234,867. In other objects you show an increase of $165,033. 

Mr. Scum. That is spelled out there because we have a limitation 
on the amount of money we can spend for these purposes. Actually 
in the back of this book other objects are justified in detail. 

Mr. THomas. Yes, it is on page 173. 

Mr. Scum. That is right. 

Mr. THomas. You have a travel increase of $32,935, and the Civil 
Service Commission gets its toll. 

Mr. CrarKe. That travel increase is principally to enable the serv- 
ice agents in the field to travel 8 days a month instead of 5, which is 
the limit they can travel at the present time. 


SECTION OF CAR SERVICE 


Mr. Tuomas. Insert page 133 in the record. 


(The information referred to is as follows :) 


SECTION OF CAR SERVICE—BUREAU OF SAFETY AND SERVICE (Activity No. 5) 


This section administers the provisions of section 1, paragraphs 10 to 17 (a), 
inclusive, of the Interstate Commerce Act, which comprise the car service provi- 
sions and the emergency powers of the Commission with respect to car service. 
It prepares regulations and emergency orders regarding the use, control, supply, 
movement, distribution, interchange, and return of locomotives, cars, and other 
vehicles used in the transportation of property. The policing of these orders is 
done by a field force of service agents who work directly with individual rail- 
roads and industries in handling problems relating to the movement of traffic. 


Comparison of 1958 budget with 1957 appropriation 


Fiscal year Positions | Personal | Travel Other | Total 
| services | | objects | 


90 | $716, | $149, 866 $48, 624 $914, 767 
| 90 | 597,; | 82, 665 2, 931 682, 909 


1958 compared with 1957_ eae gal 0 4.118, 9 “467, 201 | +45,693 | +231, 858 
! ' 


Of the increase of $231,858 shown above $57,727 results from the increased 
staff proposed for the Director’s Office as the cost of operation for that cffice 
is prorated equally to the 3 sections of the Bureau; $69,891 for annualization 
of the 40 additional service agents authorized for the current fiscal year; 
$44,905 for contributions to the civil-service retirement fund and one extra 
compensable day in 1958 as compared with 1957, and $59,335 to increase the 
level of travel of service agents to 8 days per month as compared with only 
5 days per month for the current fiscal year. 
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The 90 positions provided in the 1958 budget for this section are separated 
by categories as follows: 


Departmental Field | Total 





ee a 8 is, ae hnodiidasabsnervench 


1 
Assistant chief of section--..-..........--- So ls 1 aa 
eS SE SOE ee ee 1 bs 
1 
1 


l 

i 

Chief, closed-car branch. .-....-.....------ 1 

Attorney - den daot a tet rethahenel silent ib iclrsigerdigen penton 1 

Diversion agent............-.-------.---- oi a lahat Nn baie chaetnatet | 1 1 

epee MN al 5 dei. cence EO 1 1 

I ds SER ES dun ta idee mantis iebaiicsducbiebaweteccewns 70 70 
Transportation analysts___._- Ne Ne ee 

Clerks, stenographers, and messenger. 


inca ntnkeeteness = 


NUMBER OF LOCOMOTIVE ACCIDENTS 
Mr. Txomas. Insert the table on page 140 in the record. 
(The information referred to is as follows :) 


The following table shows the number of accidents and casualties caused by 
defective locomotives during the last 11 fiscal years. 





| | | 
Fiscal year Accidents | Casualties || Fiseal year | Accidents | Casualties 

} | | 
Tan pene ere 457 | 505 a ee 196 | 207 
mp oT LO 400 | 528 || 1958._-_~ 2-2. Lavael 134 162 
oh ee oe 382 O06 SO ob tend hel 105 | 305 
Oe ee a ead 277 | TE Dn ceca mene 83 | 145 
RE SERRE INE: 220 | ee a ree owns 73 | 83 


FD ss. cwhivtcnauscahacssion 221 315 || | | 


The preceding table illustrates improvement that has been made during the 
past 1l years. This decrease in accidents and casualties may be attributed in the 
major part to the vigilance and diligence of the inspection force which was 
administratively supported by the departmental organization. A decrease in 
the number of accidents during a reporting period should be taken as an in- 
dication of effective discharge of asssigned duties by the inspection force. 
Logical evaluation of the work of a safety enforcement agency should be on 
basis of accidents prevented rather than an increasing accident trend. A 
rapidly increasing accident trend indicates the need for drastie action, but an 
improving accident trend indicates an approach to stabilization and is evidence 
that the safety program is tending to accomplish its objective. If improvement 
is to be continued in the future, this same effective discharge of duties by all 
employees will be required. 


Mr. Tuomas. You show a fine record there. In 1946 you had 457 
accidents and in 1956 it dropped down to 73. 


WORKLOAD—SECTION OF LOCOMOTIVE INSPECTION 


Insert the table on page 142 in the record. 
(The information referred to is as follows:) 


Fiscal years 


Reports and inspections Actual Estimate 


1954 1955 1956 | 1957} 1958 
| 

Locomotives for which reports were filed............| 39, 270 36,992 | 38,062 | 40,000 | 39, 500. 
Number of locomotives inspected onnent| se 98, 025 97, 348 106, 700 106, 700 
Number of locomotives found defective__ eae 9, 994 9, 913 11,107 | 12,910 | il, 737 
Percentage inspected found defective. __ . 9. 67 10. 1 11.4 | 12.1 | 11.0 
Number ordered out of service_.._______- 257 223 644 | 500 | 450 
Number of defects found__.._...___________. pe 29, 403 29, 968 35, 560 30, 650 30, 650 





Mr. Ciarke. We hope those are maximum figures, Mr. Chairman. 

Mr. Vurseiu. Are there less locomotives in operation today than 
there were 10 years ago? 

Mr. Cuarke. There certainly are. That is attributable to the fact 
that the diesel can haul more freight. Diesels are more powerful and 
it enables them to handle longer trains. 

Mr. Vurse.t. During the past 10 years have we increased in num- 
bers the employees in inspection of locomotives ? 

Mr. Crarke. No; it has decreased from 65 in 1946 to 58 for the cur- 
rent fiscal year. 

Mr. Tvuae.e. Inspection of a diesel is a more complicated inspection. 

Mr. Jonas. Any accidents caused by defective diesels 

Mr. Taytor. Major accidents are caused by journal accidents, axles 
breaking. 

Mr. Scumip. Number of locomotives decreased from 49,915 in 1951 
to 38,062 in 1956. 


SECTION OF RAILROAD SAFETY 


Mr. Tuomas. Insert the table on page 145. 
(The information referred to is as follows :) 


SECTION oF RAILROAD SAFETY—BUREAU OF SAFETY AND SERVICE (Activity No. 5) 


The major objectives of this section are the enforcement of the Safety Ap- 
pliance Acts, the Ash Pan Act, Hours of Service Act, accident reports, bloek 
signal resolution, section 25 of the nIterstate Commerce Act, the Sundry Civil 
Appropriation Act of 1908 relating to investigation of safety appliances of sys- 
tems intended to promote the safety of railway operation, and the examination 
of the construction of all mail cars used on any railroad in the United States 
and to make report thereon, a copy of which shall be transmitted to the Post- 
master General, and the Medals of Honor Act. This section also prepares regu- 
lations and emergency orders for the packaging and transportation of explosives 
and other dangerous articles by rail, highway, and water, and polices their 
movement by rail. 


Comparison of 1958 budget with 1957 appropriation 


ai as rie , 
Fiscal years Positions | Personal [ravel | Other Total 
services objects 
| 


$967, 955 $ $80, 379 $1, 363, 500 
911, 529 307 11, 350 1, 230, 178 
1958 compared with 1957 0 +56, 426 +7, +69, 029 +133, 322 








784 


Comparison of 1958 budget_with 1957 appropriation—Continued 








! 
| Depart- | Field Total 

mental | 
Chief and assistant chief of section __-_- 2 2 
Chief and assistant chief of branch . , 5 5 
Chief of unit_- , , ; 21. 3 
Engineer -. sable ‘ ‘. 4 . 4 
Explosives ‘agent_- 1 4 5 
Inspectors__-.--.-...--.--- ghee tees SE idcmahod pctereaman 92 92 
Trial attorney - uy ; ots 2 2 
Clerks, typists, ‘and messenger ob ne = 17 Sadi 17 
a ON nsession 34 96 130 


Of the increase of $133,322 shown above $57,725 results from the increased 
staff proposed for the Director’s office as the cost of operation for that office is 
prorated equally to the 3 sections of the Bureau; $60,496 for contribution to the 
civil-service retirement fund and for 1 extra compensable day in 1958 as com- 
pared with 1957; replacement of and additional office equipment, office supplies 
and communication services, $8,711; and $6,390 for annualization of the cost 
of promotions effected and additional clerical assistance obtained during the 
current fiscal year. 

The 130 positions provided in the 1958 budget are separated by categories as 
follows: 


NUMBER OF SIGNAL AND TRAIN CONTROL INSPECTIONS 


Mr. Tuomas. We will insert the table on page 149 for safety, too. 
(The information referred to is as follows:) 


SIGNALS AND TRAIN CONTROL 


The following statement shows the signal and train control applications 
received, and the signal and train control inspections made for the fiscal years 
1954, 1955, 1956, and estimates for 1957 and 1958: 


Signals and train | Number of prosecutions 
control filed 


Fiscal year a 
Applica- |Inspections} 





} 
tions made Suits Counts 

received | 
a atneeems tidte titibichlpacaatekcd tii Ride Bi atte oa bile 
1954.___. eS eet Ee Ses coe se . 393 | 4, 311 0 0 
lie Fou crates ton ue. fy kOe diuse2 J 230 4.571 | 0 0 
Eh ei hetantien tach budubitrectakihcceet tee éh siiicneli te 308 3, 717 | 2 6 
I a dali aetna da i Relea adcebinndtenbimes bie 320 5, 000 5 | 25 
ve ep EUR LO BS RE 320 5, 000 5 | 25 





1 Estimated. 
EXPLOSIVES 
The following statement shows the workload of the Explosive Branch for the 
fiscal years 1955, 1956, and estimates for 1957 and 1958 


Prosecutions 


Special Special recommended 
Fiscal year permits in permits . 
effect issued | 

Suits | Counts 

1955 . 262 27% 8 72 

1956 271 575 7 |} 7 

1957 1... s 275 | 600 10 | 30 
1958 1_. ; | 27 


5 | 600 10 30 


! Estimated. 


to 

for 
thr 
of | 

an 
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Co 
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BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


Mr. Tuomas. Put Bureau of Transport Economics Statistics in here. 
(The information referred to is as follows:) 


BUREAU OF TRANSPORT ECONOMICS AND STATISTICS (AcTIVITY No. 3) 


This Bureau is the primary source of financial and statistical data necessary 
to the Commission for the proper performance of its regulatory duties as set 
forth in the national transportation policy. In this connection the Bureau has 
three principal functions: (1) Make economic and statistic research in the field 
of transportation, (2) prepare the Commission’s official statistics of the financial 
and operating results of the various types of carriers and other agencies of 
transport subject to its jurisdiction, and (3) make recommendations as to the 
Commission’s policy in connection with items (1) and (2). 


Comparison 1958 budget with 1957 appropriation 





hopin eadiaemae 


Fiseal year | Positions Personal Travel | Total 
services 


$781, 881 $8, 660 $790, 541 
654, 794 1,328 |  6f6.122 


+7,332 | +134, 419 


1968 compared with 1957 _ - - a < +127, 087 | 


The increase of $127,087 for personal services and 35 positions is requested 
for the following primary purposes: 

Section of Reports.—Eight positions ($26,692) to develop a full program of 
examination of class II and III motor carrier annual reports, and to process 
reports with respect to gross capital expenditures of class I motor carriers, 
water carriers, and oil pipelines, and motor carrier freight commodity statisti- 
cal reports; and ($1,285) cost of one extra compensable day in 1958 as compared 
with 1957. 

Section of Traffic Statistics——Twenty-seven positions ($97,420) to establish 
systematic programs of planning, research, and review of data collected through 
waybill statistics, to insure complete and accurate waybill reporting, to expedite 
the completion of the conversion from the present manual method to a mechani- 
eal method of computing short-line mileages, and to install an adequate system 
of recording and analyzing motor carrier operating authorities issued by the 
Commission ; and ($854) cost of one extra compensable day in 1958 as compared 
with 1957. 

Travel 


The increase of $7,332 is primarily for travel in the review of railroads’ selec- 
tion and reporting systems in connection with the waybill program. 


Mr. Tuomas. Now the Bureau of Economics and Statistics. You 
have an increase of 35 positions. 


This Bureau is the primary source of financial and statistical data necessary 
to the Commission for the proper performance of its regulatory duties as set 
forth in the national transportation policy. In this connection the Bureau has 
three principal functions: (1) make economic and statistic research in the field 
of transportation, (2) prepare the Commission’s official statistics of the financial 
and operating results of the various types of carriers and other agencies of 
transport subject to its jurisdiction and (3) make recommendations as to the 
Commission’s policy in connection with items (1) and (2 


SECTION OF REPORTS 


Section of Reports.—Eight positions ($26,692) to develop a full program of 
examination of class II and III motor carrier annual reports and to process re- 
ports with respect to gross capital expenditures of class I motor carriers, water 
carriers, and oil pipelines, and motor carrier freight commodity statistical re- 


ports; and ($1,285) cost of one extra compensable day in 1958 as compared 
with 1957. 
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Mr. Cuarxe. In connection with that item, I might say we just 
recently received a request from the American Trucking Associations 
that.if were not going to do this job they would like to finance it them- 
selves. They feel it is that important to the industry. 

Mr. Jonas. What is the objection to that? 

Mr. Crarxe. We hardly think it is appropriate for a private group 
to finance a public function. 


SECTION OF TRAFFIC STATISTICS 


Mr. Tuomas (reading) : 


Section of Traffic Statistics, 27 positions to establish systematic programs 
of planning, research and review of data collected through waybill statistics, 


to insure complete and accurate waybill reporting, to expedite the completion, 
et cetera. 


To go with that you have to have some tabulating machines. Is 
that mght ? 


Mr. CrarKe. Yes. 

Mr. Tuomas. Besides the $97,000 for personal services, what is the 
machine cost ? 

Mr. Scumip. $27,000 additional. 

Mr. Tuomas. For the machines ? 

Mr. Scumm. For machine rentals, yes. 

Mr. CiarKe. Once we are mechanized 

Mr. Tuomas. From whom will you get the machines? 

Mr. Scumm. IBM and Remington Rand. 





GAO REPORT ON ELECTRICAL BUSINESS MACHINES 


Mr. Tuomas. Did you read the General Accounting Office report 
on electrical business machines? Do you agree with what they said, 
that you might save $13,000 to $20,000 a year by using one type. of 
machine, either Remington Rand or IBM? 

Mr. Scumip. I have heard of that report but I have not read it. 

Mr. Tuomas, General Accounting Office report in April of 1954. 
We had them look into the question of business machine rentals. 

They stated this about the Interstate Commerce Commission : 

It was determined by the surveyor that individual surveys had been completed 
by both IBM and Remington Rand in the last 2 years and both companies in- 
dicated that a net saving could be accomplished of between 10 and 15 percent 
in machine rental and personnel if this organization would decide upon 1 
type of punch card equipment rather than employing 2 noncompatible systems. 
Exhibit A, Installation Report, submitted by the Bureau, stated that “Surveys 
were made by both IBM and Remington Rand of each of the installations but 
the results indicated that no real savings could be made by consolidation.” 

The saving that would be accomplished, using the equipment manufacturer’s 
estimate of 10 to 15 percent applied to the present cost of operating personnel 
and machine rental, ranges from $13,500 to $20,200 a year. 

Inasmuch as the machine utilization rate in each of the installations is only 
about 50 percent, it is very probable that an actual saving should result from 
standardization of machine type and consolidation of personnel supervision. 

The most effective way for the Commission to resolve upon the advisability of 
such a consolidation and standardization would be to pursue to a definite con- 
clusion their objective review of both operations that has recently been initiated 
at the higher management level of the newly created Office of the Managing 
Director. 


Mr. Scumip. Two comments on that, Mr. Chairman. They indi- 
cate that there is a 50 percent utilization of our equipment. I can 
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assure you that based on our more recent study there is a great deal 
more than 50 percent utilization. 

Secondly, we are doing a much larger statistical job than we did 
back in 1954. 

Director Jelsma is here and he can comment further on that. 

Mr. Jeusma. Approximately 22 months ago, when I took this 
Bureau, the last thing we published was statistics for 1951. We now 
published 1955 on everything except motor carriers. In other words, 
we picked up 3 years of lag as well as publishing our current reports. 
"That is not covered in the report before you. 


STATISTICAL REPORTS 


Mr. Tuomas. What reports are you publishing now ? 

Mr. Jetsma. Annual, quarterly, and monthly reports on railroads 
and on motor carriers, water carriers, and freight forwarders in ad- 
dition to pipelines. 

This work is being put on machines more and more. There was 
a time when we didn’t have sufficient capacity to handle some of 
the tabulators because we didn’t have full capacity on the punching. 
Now that has been loaded and we picked up 3 years of backlog of 
work, 

They comment about two different types of machines. The Reming- 
ton Rand machine works on current reports and has no connection 
whatsoever with the IBM machine which does traffic statistics. 

The Remington Rand man was in about 6 months ago and we 
asked to make a study, whether he could show that through a change 
of machine a savings could be accomplished. He said he could not 
show any savings in his machine so we made no change. 


PRINTING AND BINDING EXPENSE 


Mr. THomas, At that point you might insert page 180 in the record. 
(The information referred to is as follows :) 


Statement of printing and binding requirements of Interstate Commerce Commission 
to accompany justifications for estimates for printing and binding, fiscal year 
1948 

ADMINISTRATIVE PRINTING 


[Actual for 1956: Estimates for 1957 and 1958] 


Blank forms, administrative orders, ete.: 
SR cteencies 
1957... 
1958___. 
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Mr. Tuomas. Is this all yours? 

Mr. Scumip. No; there are other reports here. 

Mr. TxHomas. Page 151 seems to be the best explanation. What 
reports are you going to make ? 

Mr. Jetsma. All the annual reports for the railroads, motor car- 
riers, pipelines, freight forwarders, and water and other carriers. 

Mr. Tuomas. Then this table on page 153 covers it ? 

Mr. Jevsma. 158. 

Mr. Tuomas. Railroads, motor carriers, water carriers, electric 
railways, and so on ? 

Mr. Jetsma. Yes, sir. 

Mr. Scumip. The tables on page 157 and page 158 give you the 
work units. 

Mr. Tuomas. What is that on page 158? 

Mr. Scum. The progress we have made in reducing time lags be- 
tween the date we received the report and the date of printing. That 
refers to what Mr. Jelsma mentioned a few moments ago, improved 
issuance of these reports. 


STATISTICAL REPORTS, TYPES, AND USES 


Mr. THomas. The number of reports, including those from classes 
II and III motor carriers received in 1956 was 19,640. What is the 
value of these reports ? 

Mr. Jetsma. Reports are used by all the carriers and shippers; 
in cases before public utility commissions, and before our Commis- 
sion; used by the Council of Economic Advisors, banking interests, 
various committees of Congress, economists, holding companies, and 
Departments of Commerce, Agriculture, Interior, and Defense. 

Mr. Tuomas. During the fiscal year 1956, the branch sent 3,215 
letters to carriers concerning errors, omissions, and discrepancies in 
their reports and received 3,215 replies. Aren’t you like the Securities 
end Exchange Commission where they require every corporation to 
submit an annual or biannual report and if they went through each of 
those reports it would take an army, and when they got through they 
wouldn’t have much statistical information which was of any value 
to anybody? Aren’t you in that same position? What are you look- 
ing for in these reports? 

Mr. Jevsma. In these reports we publish financial data of the rail- 
roads as a group, what they have earned, revenues and expenses used 
in rate cases. 

We also publish the revenue information on commodities for rail- 
roads. 

Mr. Tuomas. Each railroad could give you that report on an annual 
basis. That would be far from 19,640 reports. 

Mr. Jetsma. Every railroad could give it to you on an annual basis, 
but they could not give it to you on a national basis for a general rate 
case. They couldn’t tell you what revenue would be derived from 
coal or any specific commodity on a general rate case. General rate 
cases are predicated on costs and revenues. When the carriers submit 
testimony before the Commission, they do not submit information on 
types of commodities. The only information available in the United 
States is from these records which are tabulations of carrier reports. 
Mr. Tuomas. Are they monthly, semiannually, annually, or what? 
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Mr. Jetsma. On the commodities they are quarterly. Then you 
have the financial data for the railroads. Those are quarterly and 
annually. 

Mr. Tuomas. What are the big commodities to which you pay most 

attention? Coal is one, I assume? 

Mr. Jetsma. Coal, lumber, grain, livestock, minerals, chemicals, oils, 
all of those items have a bearing on rates. 

Mr. Tuomas. How many would you say make up the most im- 
portant list? You have 25 or 50 items? 

Mr. JEtsMA. 262 classes, of which there are about 25 major com- 
modities. Every particular area has something that is major to it 
which would not be major to the United States. 

Mr. Tuomas. That is where the rub comes in. 

Mr, Jetsma. That is right, sir. On a rate case you would like to 
know about livestock in Texas, cattle movements, and so on. 

Mr. Tuomas. We don’t need reports on that. We know the rates. 
We know we are working for the carriers. Is that right, Commis- 
sioner ? 

Mr. Hurcntnson. It has been said this information is the only 
information the shippers have. 

Mr. Tuomas. Some commodity that is in a particular section of the 
country, on a national basis could be pretty low on the totem pole but 
high in that particular area. 

Mr. Jeusma. Yes. The cattle people and the farmers would not 
have this information if they did not get it from us. 

Mr. Vursett. Is it optional with your organization or does Con- 
gress require you to make these reports ? 

Mr. Jersma. Reports are required by statute. 

Mr. Jonas. What section of the statute is that? 

Mr. Jetsma. I do not have that available. I can get it. The 
manner and nature is prescribed by the Commission. 

Mr. Vurse.u. Do you feel it essential to carry on this work in order 
that you may have the information necessary to properly decide a case 
that comes before you, say a rate case or other cases, or could you get 
the same information if your reports were nonexistent ? 

Mr. Jetsma. You could not get the information if the reports were 
nonexistent, because no other source of information is available. 

Mr. VursEtu. How long have you been trying out this mechaniza- 
tion process ? 

Mr. Jetsma. Mechanization has been in the Commission for more 
than 10 years, but the emphasis we have recently placed on mechaniza- 
tion has only been in the past 16 or 18 months. We are now trying 
to pick up a backlog. 

Mr. Voursett. Do you have the proper mechanical equipment, or 
are you asking for it in this budget? 

Mr. Jers. We feel the small amount of additional equipment we 
are asking for will be sufficient for now. When we get in some of our 
expanded activities we may want to go into a Univac, and probably 
when we do go into a Univae 

Mr. Tomas. Do you know what that Univac costs? 

Mr. Jersma. Yes. 

Mr. Tuomas. I know it takes 26 people to operate that one in 
California. 

Mr. Jersma. We have a smaller one in mind. 





Mr. Vursewu. Do you think you can wade through the normal back- 
logs if you get this little extra you are requesting ‘for mechanization# 

Mr. JevsMA. Not only do we think we can, but we have picked up 
3 years. Formerly it has been 31% or 3 years until they were pub- 
lished. It is of no value to the shippers unless it is current. 

Mr. Vorsetu. I should say it is of no value to the shippers unless 
it is current. 


VALUE OF STATISTICAL REPORTS TO SHIPPERS 


Mr. Tuomas. You had 133 employees in your Bureau in 1955, 133 
in 1956, and 141 in 1957. How much money do you think your Bureau 
cost the public in 1955 by reason of having only 133 employees and 
not able to issue those reports ? 

Mr. JetsmA. I do not know what the costs were. About the same 
as they are now. 

Mr. Tuomas. I mean how much did it cost the shipping public? 

Mr. Jetsma. It would depend on their degree of testimony, the 
absence of testimony to be presented in the way of exhibits. It may 
go up sectionally or territorially. 

Mr. Tuomas, Let us come a at 1 o’clock and look at your green 
sheets on this. This is important and we are not trying to minimize 
it, but, on the other hand, we have never seen a bureau y vet where you 
gentlemen, who know statistics and who are expert accountants, do 
not seem to make more and more reports. 

Mr. Crarxe. May I make a statement from the standpoint of the 
Commissioners ? 

Mr. THomas. Yes. 

Mr. Criarxe. We consider that these statistics are the tools of our 
trade. 

Mr. Tuomas. I agree with you. I think you have to have a certain 
amount of them, but there is no end. 

Mr. Jonas. How did the shippers get along when we were 3 years 
behind? Reports 3 years old did not help the shippers much? 

Mr. Jevsma. I do not think they helped them much, and there were 
numerous complaints. They claimed they were being discriminated 
against before the public utilities commissions of the States, as well as 
the Commission. 

Mr. Freas. The truth is, they still used the old reports on a number 
of occasions. 

Mr. Jonas. On the contrary, the more current you become with your 
reports, the higher the increases are. So how have you been helping 
the shippers? 

Mr. Jeusma. They used the old reports before and tried to project 
the information into the future, but it made the information much 
weaker than current information, 

Mr. Jonas. Ido not quite follow that. 

Mr. Tuomas. We will continue the discussion at 1 o’clock. 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
When we adjourned at the recess we were taking a look at the Bureau 
of Transport Economics and Statistics. In fiscal year 1955 and fiscal 
year 1956 you had 133 employees in that Bureau. For 1958 you want 





to go up to 176. The question was whether or not the shippers had 
suffered financially by not having some forty or fifty-odd more people 
in the Bureau. What was the answer, Mr. Jelsma? 

Mr. Jetsma. I did not feel I could give a specific answer to that, 
but I did state that the quality of the presentation made by the shippers 
was less effective because the information was not up to date, com- 
mensurate with railroad evidence, and they had complained on nu- 
merous Occasions of not being able to adequately present their cases. 

Mr. Tuomas. Do you mean by that, the Commission had not been 
able to properly do its duty by reason of lack of sufficient statistical 
information ¢ 

Mr. Jetsma. I would say the quality of that work was not as good 
as the Commission would like to have it. 

Mr. Tuomas. If it is a poor quality, do you mean the shipping public 
had an added expense by virtue of the poor quality of the information? 

Mr. Jetsma. I think the burden is placed on the shipper rather than 
on the carrier, and when the carriers can present information for 1955 
and the shippers cannot present information later than 1952, they are 
at a disadvantage. 


TYPES AND COST OF STATISTICAL REPORTS 


Mr. Tuomas. You mean the information printed in these various 
pamphlets and publications? How many pamphilets did you say you 
ure publishing ¢ 

Mr. Jetsma. I said the main publication was Transport Statistics, 
which is a volume containing the operating statistics and financial 
statistics of railroads, motor carriers, and so forth. 


Mr. Tuomas. That is an annual report ? 

Mr. Jeusma. Yes, sir. 

Mr. Tuomas. Do you publish any monthly or biannual reports? 

Mr. Jetsma. Yes, sir. We publish some monthly and some quar- 
oy 


Tromas. Will you, at this point in the record, list by name and 
upipber published, and cost, all your publications. Can you detail 
them for the record now? 

Mr. Jersma. I can give them to you in general. I will supply them 
in detail later. On an annual basis we have the Transport Statistics, 
containing financial and operating statistics for all types of carriers. 

Mr. Tuomas. How many are pr ‘inted and what is the cost ? 

Mr. Jexsma. That consists of around 700 or 800 pages. You mean 
the cost of preparation and the cost of printing? 

Mr. Tuomas. Yes. 

Mr. Jetsma. I do not know. Probably about $116,000. 

Mr. Tuomas. Who pays for that? 

Mr. Jetsma. That comes from the Commission’s appropriation. 
All these publications are from the Commission’s appropriation. 

Mr. Weiss has just furnished the information you asked for, which 
I will submit for the record. 

Mr. Tuomas. Will you summarize it for the record, Mr. Weiss? 

Mr. Weiss. The actual cost of printing is set out. For instance, 
Transport Statistics in the United States, something short of 1,000 
copies were printed. 

Mr. Tuomas. What is the printing bill? 
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Mr. Wetss. About $4,000. 


Mr. Tuomas. What is the cost of preparation? You do not have 
that cost ? 


Mr. We1ss. No. The Superintendent of Documents also sells addi- 
tional copies at cost. 

The publication Statistical Analysis—Hours of Service, 225 copies 
were printed at a cost of $66. That is published annually. 

Statistics of Class I Motor Carriers, 500 copies were published at 
a cost of $585 to print. The Annual Report—Statistics of Railways, 
650 copies were printed at a cost of $3,265. 

Annual Report—Section Railroad Safety, which would not be in 
Mr. Jelsma’s Bureau, but 1,100 copies were printed at a cost of $800, 

The Monthly and Quarterly Statistical Statement, 3 quarterly 
— 12 monthly, a total of 154,900 copies were printed at a cost of 

6,000. 

Mr. Tuomas. Are these all out of Mr. Jelsma’s Bureau? 

Mr. Weiss. All but the Railroad Safety Annual Report. That one 
was not. 

Mr. Tuomas. Will you add another column to that tabulation and 
show the cost of preparation charged to Mr. Jelsma’s Bureau? 

(The information requested is as follows:) 
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Mr. Tomas. Do you know what the total cost for 1958 chargeable 
to his Bureau would be? 

Mr. Weiss. The total cost for his Bureau is about $780,000 for per- 
sonal services. That is not all for the preparation of reports. The 
Bureau also does research work, prepares information for Commis- 
sion’s rate cases, and furnishes general and specific information for 
Commission’s work. 

Mr. THomas. What part of that $780,000 goes for these publica- 
tions, 176 jobs ? 

Mr. Scumip. The Section of Reports in 1957 will cost $307,997, 
and in 1958 we are asking for $335,900. 

Mr. Tuomas. That table is in the record? 

Mr. Scumip. Yes, it is. 

Mr. Tuomas. I have here a letter that might be of some interest 
to you gentlemen. It is from the New York Produce Exchange, 2 
Broadway, New York, N. Y. It is dated January 23, 1957, and ad- 
dressed to Hon. Gordon Canfield, Congressman from New Jersey. 
It says: 


Dear Mr. CANFIELD: Would like to call your attention to annual report issued 
by the Bureau of Transport Economics and Statistics of the Interstate Commerce 
Commission * * * 

You will note this report contains a tremendous amount of statistics in very 
small print, and no doubt was established by the Commission several years ago, 
and with the yearly increase in the cost of running our Government, the thought 
occurred to me what value this particular report is. There is no question but 
what it entails considerable labor to compile same, and what is the purpose 
for such a report? Furthermore, I think a canvass would develop that there 
are not many people interested to warrant same. If this is required by any 
group in our country why not have the figures compiled by the Association of 
American Railroads who represent the railroads and express companies. Might 
add the 1955 report was not received by me until September 25, 1956. 

No doubt you are interested in trying to reduce the tax burden, and if this 
report can be discontinued I feel I will have contributed, in a small way, toward 
a reduction in the cost of running our Government. Please advise. 

It is signed T. W. Kane, 45 East Emerson Street, Clifton, N. J. 

I am just wondering if this gentleman does not have a point. 
Probably the only people interested in it are the railroad lobbyists. 

Mr. Crarke. The Commission itself is vitally interested in them. 
We use them all the time. 

Mr. Jetsma. May I reply in part to that? 

Mr. Tuomas. Do you want me to read the letter again? 

Mr. Jecsma. No; I remember it. 

Mr. Tuomas. You have a copy of it? 

Mr. Jersma. No; I remember what you read. 

He wants to know who uses it. We have about 12,000 visitors a 
year who use the reports in the Commission, and this report he is 
speaking of is the backbone. 

Mr. Tuomas. Are these railroad employees or lobbyists ? 

Mr. Jeusma. All sorts of people—people from the State public 
utility commissions, people from the produce industry, farm or- 
ganizations. I notice he stated he did not get it until September. 
We did not receive the reports until the end of March. 

Mr. Tuomas. That is pretty good work. 

Mr. Scum. The President’s Council of Economie Advisers uses 
these reports. 
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Mr..FJrtsmA. So does the Department of Commerce, the Department 
of Agriculture, the Department of Defense, banking interests, in- 
surance companies, and others. 






AUTHORITY FOR REQUIRING REPORTS 









Mr. Tuomas. Mr. Jonas asked you before the luncheon period to 
read into the record the law dealing with reports. Can you tell us 
what the law is or read the law at this time? 

Mr. Jetsma. The law is right in front of Commissioner Tuggle. 

Mr. Tweeter. Section 20. 

Mr. Tuomas. Read it out loud. 

Mr. Jonas (reading) : 

The Commission is authorized to require annual, periodical, or special re- 
ports from carriers, lessors, and associations (as defined in this section) to 
prescribe the manner and form in which such reports shall be made and to re- 
quire from such carriers, lessors, and associations specific and full, true, and 
correct answers to all questions upon which the Commission may deem informa- 
tion to be necessary, classifying such carriers, lessors, and association as it 
may deem proper for any of these purposes. Such annual reports shall give 
an account of the affairs of the carrier, lessor, or association in such form and 
detail as may be prescribed by the C ommission. 

Mr. Tuomas. Could we get some expression from the Commission 
generally? Is it generally agreed among the Commissioners that this 
work is a vital p: it of the work of the Commission? Is that the way 
the Commission feels about it ? 

Mr. Crarxe. That is right. 

Mr. Tuomas. Is there any duplication or anything that could be 
cut out without hurting the Commission, and taking that money and 
putting it somewhere else? 

Mr. Crarke. We are convinced the collection of statistics is ab- 
solutely necessary so far as our rate work is concerned. We are con- 
stantly reviewing the reports required of carriers, and are endeavor- 
ing to simplify reporting forms and, where possible, we are looking for 
various reports that could be eliminated. If they are eliminated the 
statistical job of compiling the reports would be reduced. So far, 
we have made much headway insofar as compiling the statistics is 
concerned. They become of value only after compiled by Director 
Jelsma’s Bureau in usable form. 

Mr. Tuomas. Thank you very much for that expression. 




























BUREAU OF WATER CARRIERS AND FREIGHT FORWARDERS 





Let us take a look at the Bureau of Water Carriers and Freight 
Forwarders. We will put page 168 in the record at this point. 
(The material referred to is as follows:) 






BuREAU OF WATER CARRIERS AND FREIGHT FORWARDERS (ActTIviry No. 1) 








The principal duties of the Bureau are briefly described as follows: 
1. Administrative handling and preparation of formal reports in applications 
under section 5a of the act, enacted in 1948 to accommodate the national transpor- 
tation policy and the antitrust laws with respect to collective ratemaking by 
carriers ; 

Administrative handling and preparation or review of reports in operating 
authority and exemption applications of water carriers and operating authority 
and transfer applications of freight forwarders; 

3. Reviewing, as adviser to the Commission, of water carrier transfer applica- 
tions, handled initially by the Bureau of Finance ; 






















4, Advising and recommending to the Commission in formal rate proceedings 
affecting water carriers and freight forwarders, including Suspension Board 
matters and fourth section applications; and 

5. Field investigation work to assure compliance by water carriers, freight 
forwarders, and rate bureaus with the requirements of the act and of Commis- 
sion orders; and to develop facts to be used in the decision of application and 
enforcement proceedings. 


Comparison 1958 budget with 1957 appropriation 


Fiscal year Positions Personal Travel Total 
services 
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 __- 17 $112, 244 | $4, 500 $116, 744 
FOV o idem od dud | 17 111, 815 | 3, 811 115, 626 P 
1958 compared with 1957..........---- 0| +420 | +689 +1, 118 
The 17 positions provided in the 1958 budget for this bureau are separated by 
categories as follows: 
Depart- Field Total Si 
mental | 6 
a Se “ee ee eee = | ap 0 
Director and assistant director -...........-- 2 f 
Be REN whic lids. db dbdbd.~ Lis licis cree dc dilii eo 1 c 
Adjudicators shia cinemas ee : naniianntintineniibin 3 
District supervisors... -........-...-... 5 
COTE Oa oe 6B i edd did bb dn dpe ibe cewnnct 6 r 
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Mr. THomas. This is perhaps your smallest bureau / : 
Mr. Crarke. Yes; it is. G 
Mr. Tuomas. You have 17 positions for last year and the same ' 
number for this year. ’ 
The principal duties of the Bureau are briefly described as follows: I 
1. Administrative handling and preparation of formal reports in applica- E 


tions under section 5a of the act, enacted in 1948 to accommodate the 
national transportation policy and the antitrust laws with respect to collec- 
tive rate-making by carriers ; 

2. Administrative handling and preparation or review of reports in oper- 
ating authority and exemption applications of water carriers and operating- 
authority and transfer applications of freight forwarders ; 

3. Reviewing, as adviser to the Commission, of water carrier transfer 
applications, handled initially by the Bureau of Finance ; 

4. Advising and recommending to the Commission in formal rate proceed- 
ings affecting water carriers and freight forwarders, including Suspension 
Board matters and fourth section applications ; and 

5. Field investigation work to assure compliance by water carriers, 
freight forwarders, and rate bureaus with the requirements of the act and 
of Commission orders; and to develop facts to be used in the decision of 
application and enforcement proceedings. 


JURISDICTION OF THE COMMISSION IN WATER TRANSPORTATION 


What is the jurisdiction of the Commission in water transportation ‘ 
You do not touch deep sea, do you ¢ 

Mr. Cuarke. Yes, we do, intercoastal and coast-wise, and of course 
inland waterways, rivers and Great Lakes. 

Mr. THomas. What jurisdiction do you have over deep sea ? 

Mr. Crarke. Deep sea shipping that starts and terminates in the 
States. For instance, from New York to Houston. 








Mr. Tuomas. What about foreign ? 

Mr. Cuarxke. None. 

Mr. Tromas. What is it coastwise ? 

Mr. Crarke. It covers coastwise and intercoastal. 

Mr. Tuomas. Everything but safety, the Coast Guard covers that? 
Mr. Crarxe. Yes. 

Mr. Tuomas. What about intercoastal ? 

Mr. Crarke. The same jurisdiction intercoastal as coastwise. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. We will put pages 173 and 174 in the record at this 
oint. 
(The material referred to is as follows:) 


SALARIES AND ExPENSES—OsJects OTHER THAN PERSONAL SERVICES 
GENERAL 


Estimated obligations in the fiscal year 1958 for objects other than personal 
services total $3,299,320 which compares with estimated obligations for such 
ebjects during 1957 of $1,924,758 or an increase of $1,374,562. However, the esti- 
mate for 1958, includes $880,180 for contributions to the civil service retirement 
fund which are required beginning with the fiscal year 1958. Therefore, on a 
comparable basis the increase for these items in 1958 over 1957 totals $494,382. 

During the current fiscal year as in the past the Commission has permitted ex- 
penditures of funds only for the most essential services. Every effort has been 
made to secure maximum economy in operation. Hearings, so far as possible, 
were set in Washington, D. C., to avoid per diem and transportation costs. When 
appropriate, special rules were prescribed in larger proceedings providing for 
prehearing exchange of exhibits by the parties, to eliminate oral hearing time 
and reduce the costs for official reporting. Long-distance telephone calls and use 
of telegrams are being authorized only in instances where communication by mail 
would not serve the purpose. Purchase of office supplies, equipment, and printing 
and binding are being made only to the extent of meeting minimum requirements. 

The following statement shows the actual obligations for objects other than 
personal services for the fiscal year 1956, and estimates for the fiscal years 1957 
and 1958; also the change in 1958 as compared with 1957. 


: oa , Increase, 1958 
Object classification 57 as compared 
with 1957 


02 Travel-_-- ‘ $659, 815 | $1, 085, 000 $1, 247, 700 | $162, 700 
03 Transportation of things 9, 525 10, 700 , 700 | 4, 000 
04 Communication service 38, 71, 600 82, 800 | 11, 200 
Penalty mail 45, 5i , 900 52, 400 | 4, 500 
05 Rents and utility services } 51, 54 57, 046 4, 150 37,104 
Printing and reproduction 7, 76 5 O00 252, 100 54, 100 
7 Other contractual services... 36, 5, 062 | 48, 600 | 33, 538 
08 Supplies and materials. _- 52, 173,250 || 99, 590 | 26, 340 
09 Equipment 82, | 160, 300 | 321, 200 | 160, 900 
ll Grants, subsidies and contributions. - 
Contribution to retirement fund | | , 180 | 880, 180 
13 Refunds, awards and indemnities | 1,477 800 800 | 
Taxes and assessments 5,191 | 5, 100 5, 100 


Total _. masini iat , 7 | 1,361, 051 1,924,758 | 3,299,320 | 1, 374, 562 


“ 


TRAVEL 


Mr. THomas. Travel jumps from $1,085,000 in 1957 to $1,247,700 for 
1958, an increase of $162,700. 
Mr. Crark. Attributable to the increase in employees. 
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OTHER INOREASES 


Mr. Tuomas. And you have an increase in practically every aio 
You have an increase of $4,000 for transportation of things; 
increase of $11,200 for communication service; an increase of $4, 500 
for penalty mail; the rents and utility services went up $37,104. You 
say: 

The estimate of $94,150 requested under this heading represents an increase 
of $37,104 over the estimated obligations of $57,046 for the current fiscal year. 

Of the increase $27,100 is requested for the rental of additional IBM and 
Remington Rand equipment for the Section of Traffic Statistics and the Section 
of Motor Carrier Safety of the Bureau of Motor Carriers. 

With the increase in this equipment, certainly if there is any effi- 
ciency it is not reflected in this item. 

Mr. Criarke. It is reflected in personnel. The savings are reflected 
in reduced personnel. 

Mr. THomas. Whereabouts ? 

Mr. Crarke. For instance, in the mileage work it will reduce the 
staff from 27 to 8. 

Mr. Tuomas. Under which bureau ? 

Mr. Ciarxe. The Bureau of Transport Economics and Statistics. 

Mr. Tuomas. But you had an increase last year and the year before 
last. Where is the economy ? 

Mr. Scumip. Twenty-seven people were manually preparing short- 
line mileage figures. The people relieved of those duties will be used 
on other work. 

Mr. Tuomas. Where does the net result show in the Bureau? 

Mr. Scumip. I will look for it. 

Mr. THomas. You will have to look pretty hard. 


RESULTS OF REORGANIZATION 


When did you have the reorganization of the Commission? Was 
it 1955 or 1956? Like most reorganizations, when you get through, 
what happens? The cost goes up. Is that true? 

Mr. Ciarke. In a way. 

Mr. Tuomas. In a way? 

Mr. Ciarxr. You do not achieve the benefits of reorganization 
immediately. 

Mr. Tuomas. When are you going to achieve them?’ You re- 
organized 3 years ago and your costs have been going up every year. 

Mr. Crarke. We have enlarged some operations in the field. 

Mr. Tomas. We have watched these reor ganizations every year, 
and every time an agency reorganizes two things happen, you pay the 
reorganizer from $25,000 to $50,000, and the next year the cost. of 
operation goes u 

Mr. CLaRKF. The purpose of reorganization is not necessarily to 
reduce the cost; it is to increase efficiency. 

Mr. Tuomas. Increased efficiency should bring about reduced costs? 

Mr. CriarKke. Not necessarily. 

Mr. TxHomas. One does not follow the other ? 

Mr. Jonas. Mr. Chairman, you can see the pertinency of your 
remark if you compare this budget with 1956. You have ‘been com- 
paring it with 1957, but if you will compare it with 1956 you will see 
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it is up more than two and a h: uf times in this Bureau since 1956. 
It was $1.3 million in 1956 and it is $3.2 million in 1958. 

Mr. Troma: I have oe seen a reorganization where the cost of 
operation did not go up. I do not know “what you mean by efficiency 
t the cost of operation goes up. If there is efficiency in a manufac- 
turing plant the cost goes down. 

Mr. Ciarke. But the volume is going up. 

Mr. Tromas. Is that it, the volume is going up? 

Mr. CrarKe. Yes. 

Mr. Scumip. And we are more nearly meeting our obligation in 
the Bureau of Motor Carriers, Section of Motor Carrier Safety, for 
example. 

Mr. Tuomas. How many men do you have in that Bureau? 


MOTOR CARRIER SAFETY INSPECTORS 


Mr. Scumip. We have 100 safety inspectors now and we are doing a 
minimum safety job. 

Mr. Tuomas. Is that 100 enough ? 

Mr. Jonas. Do not the States do that too? 

Mr. Scumip. In certain areas. 

Mr. Jonas. There is a duplication; is there not ? 

Mr. CLarke. No, not-in that type of work we are doing. Take, for 
an illustration, hours of service enforcement. States do not enforce 
our rules regarding the number of hours a driver can be at the wheel. 
He is apt to be in another State before he has passed the maximum 
hours. 

PRINTING AND REPRODUCTION COSTS 


Mr. THoMas. What about printing and reproduction, an increase of 
$54,100 over 1957. What part of that goes to the Bureau of Trans- 
port Economics and Statistics ? 

Mr. CrarKke. That increase is mainly in connection with the an- 
notation of the Interstate Commerce Act. 

Mr. Tuomas. What is the rest of it? 

Mr. Ciarke. The other $4,000? 

Mr. Scumipr. If you will turn to page 179, you will see it consists 
of two things. Actually, other printing costs are going up $16,600, 
but that is offset in part by a decrease in printing of individu: al volumes 
of annotations, revision of safety regulations, and revision of rules of 
practice. 

Mr. Tuomas. You say: 


Revision of Interstate Commerce Act annotated (four volumes) $50,900. 


Mr. Scumip. Look on the next. page and that will explain it. You 
will see in item 2 there is an increase of $16,600, and an increase of 
$2,300 in item 3, which is offset by savings of $15,700. 

Mr. Tomas. What I was trying to find out is the nature of pam- 
phlets, cost, and so forth. Where is that? 

Mr. Scum. You have it in fr et of you on pages 180 and 181. 

Mr. Tuomas. You have 12 or 15 of them listed. How much of this 
could be cut out without hurting the activities of the Commission ? 

Mr. CrarKke. None of it. 

Mr. Tuomas. Well, that is that, then. Off the record. 

(Discussion off the record.) 
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SUPPLIES AND MATERIALS 


Mr. Tuomas. What about 08, Supplies and materials? 

Mr. Jonas. Are you going to skip 07, Automobiles? 

Mr. Tuomas. Yes. We will come back to that. 

Mr. Scumip. That is an increase because of the new employees we 
are a segeestine. 

Homas. Where is that set out? 

Mr. Scumip. On page 176. Plus the fact we are trying to build 
up our inventory to a 3-month level. 

Mr. THomas. You say: 

The estimate of $199,590 requested under this heading represents an in- 
crease of $26,340 over the estimated obligations of $173,250 for the current 
fiscal year. The inrease of $26,340 is requested primarily for office supplies for 
the additional employees requested and to restore the stores inventory to the 
prescribed level, and for gasoline, oil, and auto supplies necessary for the addi- 
tional automobiles requested. Of the $199,590 requested for 1958, $157,540 is 
for the cost of common use items of office supplies, subscriptions and for sup- 
plies and materials for the duplicating plant, and $42,050 is for gasoline, oil, and 
other supplies necessary for the operation of the fleet of 230 passenger anto- 
mobiles. 

EQUIPMENT 


Then you come to “Equipment, ” 09. 

Mr. Scumip. That is where you will find the automobiles. 

Mr. Tuomas. You say: 

The estimate of $321,200 requested under this heading represents an increase 
of $160,900 over the estimated obligations of $160,300 for the current fiscal year, 
Of this increase, $61,900 is for the purchase of 46 automobiles, 43 of which are 
for replacement and will have attained either 50,000 miles of operation or 4 years 
of age ; $96,400 is for replacement of old and worn out equipment and to provide 
equipment for the 200 additional employees requested; and $2,600 is for the 
purchase of books. 


GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Then we come to “Grants subsidies, and contributions.” That is 
’ 
Phil Young’s Ss money. 


OTHER CONTRACTUAL SERVICES 


“Other contractual services” goes back to automobiles again. You 
have an increase of $10,058 for storage and maintenance of auto- 
mobiles. 

Mr. Scumip. That is mostly maintenance. 

Mr. Tuomas. Federal group life-insurance contribution,” $42,592, 
and increase of $3,442 over 1957. That is fixed. 

“Security investigations,” you have a guess figure of $21,000. How 
do you arr “ive at that figure of $21,000? 

Then you have an item of $33,825 for “Repairs, alterations, fees,” 
and so forth, an increase of $5,038 over 1957. 


COST OF AUTOMOBILE FLEET 


What do your automobiles cost you? Under “Equipment” you say 
that of the increase of $160,900 in this item, $61,900 is for the purchase 
of 46 automobiles, 43 of which are for replacement and will have at- 
tained either 50,000 miles.of operation or 4 years of age. 

Under “Supplies and materials” you have $42,050 for gasoline, oil, 
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and other supplies necessary for the operation of the fleet of 230 
passenger automobiles. Then you have $51,183 for storage and 
maintenance of automobiles. What is the total cost? How many 
chauffeurs do you have? 

Mr. Ciarke. None. 

Mr. Tuomas. You have no automobiles in the District of Columbia ? 

Mr. Crarke. No. We use taxis or walk. 

Mr. Tuomas. Do not the Commissioners have a car? 

Mr. Cuarke. No. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Vursetin. Mr. Chairman, somewhere along the line I would 
like to raise this question. I know I will probably be shouted down, 
but I understand that at 4 years and 50,000 miles you replace auto- 
mobiles ? 

Mr. Tuomas. Four years or 50,000 miles. 

Mr. Vurseti. At 4 years or 50,000 miles you replace automobiles; 
is that correct? 

Mr. Scumip. That is correct. 

Mr. VursEtL. I suppose the Government has worked out a formula 
that shows that is economic, but it would appear to me that an auto- 
mobile that has only gone 50,000 miles, as well as they are con- 
structed 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Vurse.u. Their performance is good, we will say that, at least, 
and it would seem to me that an automobile could be reconditioned 
for about $250 or $300 and be used another 50,000 miles. 

Mr. Criarke. You lose your trade-in value. 

Mr. Scrip. A study was made on that by the General Services 
Administration and the finding was that after a car reached 50,000 
miles the cost of maintenance and depreciation will cost more in the 
long run than buying a new car. 

Mr. Vursety. I can appreciate depreciation being a factor, but 
many automobiles run 80,000 miles or more and do a good job. 

Mr. Tuomas. Half of the taxicabs you see on the street have more 
than 100,000 miles on them. 

Mr. Vursetn. Yes; I cannot agree with the organization that made 
that decision. 

Mr. Tuomas. You will have a chance to talk to them tomorrow, the 
General Services Administration, the Motor Pool Division. 

(Discussion held off the record.) 


CONSIDERATION OF PUBLIC INTEREST IN RATE INCREASES 


Mr. Evrys. Just a few observations supplementing the examination 
you already have made, Mr. Chairman. 

I had an observation at the outset. These gentlemen are all ready 
with answers as to the railroads’ position as to why increase in rates 
should be made. You say taxes are up, increased labor costs and inter- 
est costs and all those things come into the picture. What about the 
other side of the coin? Why should not decreases in charges and 
tariffs be made for the consumer in the public interest? In his state 
of the Union message the President called on management and labor 
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to hold'the line against continuing the spiral of inflation, against 
wage and price increases. “He reemphasized this in a recent ‘press 
conference. Will these statements have any effect with the Commis- 
sion in holding the line? 

Mr. WincueE.t. You speak of the National Railroad Brotherhoods? 

Mr. Evins. No. I am speaking of the Commission doing its part in 
holding the line by your official actions. 

Mr. Wincnetx. The Federal Mediation Board grants the wage in- 
crease to the brotherhoods. 

Mr. Evins. Will we hold the line or will the spiral of increasing 
wages and tariffs keep going up / 

Mr. CLARKE. The factors you mentioned are all carefully consid- 
ered and weighed in each of these general rate cases. We collect a 
lot of testimony on these very points. They are just as thoroughly 
considered as the applicants cases are considered. We exercise our 
judgment after we hear both sides. 


RAIL AND MOTOR CARRIERS IN BANKRUPTCY 


Mr. Evrns. I believe you indicated there is not much activity in 
the Finance Section because very few bankruptcies are under way 
with the railroads at this time. They have pretty good balance 
sheets do they not ? 

Mr. Crarke. Yes, but to offset that there is considerable activity in 
the motor-carrier field. That is an industry that some people say 
is coming of age. 

Mr. Tuomas. None of them are going broke, though, are they ? 

Mr. CriarKe. Yes; some are and many are finding it necessary to 


consolidate and merge their operations to keep from going broke. 
That. makes for considerable more work for the Bureau of Finance. 


FORMAL CASEWORK 


Mr. Evins. Will you refer to page 63 again and give us more in- 
formation on your workload ? 

Mr. Crarke. That pertains to the Bureau of Formal Cases only, 
which does not include finance cases or motor-carrier cases. 

Mr. Evtns. 142 percent increase in 1 year and in another category 
158 percent increase. What about the other side of that coin, re- 
ducing some of those cases? 

Mr. Ciarke. That same table shows we have reduced it. 

At the beginning of the year it was 1,650 cases. Pending at the 
end of the year it was 1,206. Yet during the year we received 1,848 
cases, so we not only took care of the 1,848, or equivalent number as 
were filed, but we reduced the backlog from 1,650 to 1,206. 

Mr. Evins. So your formal caseload is not as heavy as that. per- 
content table would appear at first glance ? 

Criarkr. No. You cannot compare 1956 with 1955 because 
1088 | figures include a certain number of cases involving rates of motor 
carriers which were transferred from the Bureau of Motor Carriers 
to the Bureau of Formal Cases in part of the reorganization of which 
the chairman spoke. 

Mr. Evins. Are your railroad cases going down and motor-carrier 
cases up? 





Mr. Cuiarke. No; both categories are up, that is filings are up in 
both categories. 

Mr. Scum. The second table is the best one for comparison. It 
is not fair to look at the top one because there is no real comparison 
there. We tried to show what happened when we transferred motor 
carrier rate cases into the Bureau of Formal Cases. 

Mr. Ciarke. The second table shows there was a decrease of 26.9 
percent in the number of cases pending at the end of the year as 
against the number pending at the beginning. 


REORGANIZATION OF COMMISSION 


Mr. Evins. The chairman asked questions regarding the reorganiza- 
tion. A few years ago we heard so many claims about reorganizing 
the ICC through the Hoover Commission rec ommendations. What 
reorganization has taken place and tell us what has been accomplished 
through these reorganizations. 

Mr. CLARKE. Briefly, when we started our reorganization program 
we had 15 bureaus. We now have9. That is one thing that has been 
accomplished, the most important thing that has been accomplished. 
There is a more logical alinement in the work as among the various 
bureaus. 

Mr. Vurseiz. In the reorganization study did they advise not only 
consolidation but doing away with some of the departments you had? 
Did they find any of them superfluous ? 

Mr. Cranrxe. I don’t believe so. I don’t recall that they recom- 
mended eliminating any of our functions. Most of what we do is 
required by law, anyway. 


USE OF UP-TO-DATE STATISTICS 


Mr. Evins. Mr. Jonas said that when you bring statistics up to 
date the carriers use those statistics as a basis for filing applications 
for a rate increase and perhaps it might not be too advanti igeous to 
the public to bring those up to date so rapidly. 

Mr. Cuarke. Of greater DROEEEAS e, the shippers use these statis- 
tics in literally hundreds of rate cases involving individual com- 
modities. They would have no way of preparing a case if they didn’t 
have that information. 

Mr. Jonas. I don’t understand that response. How did they pre- 
pare their cases before you had these statistics up to date? They 
had been fighting these rate cases for a long time before you started 
with this statistical service. 

Mr. Cuarke. And the shippers were probably less successful than 
they are now when they have up-to-date and current information. 

Mr. Jonas. That is what the gentleman from Tennessee and I can- 
not understand. 

Mr. CriarKke. You are confusing general rate cases increases with 
what I consider to be the more important individual rate cases in- 
volving individual commodities. 

Mr. Freas. These statistics we talk about have been prepared as 
far back as I can remember and that goes a long way back. I was 
with the California Commission for 25 years. They were not up to 
date. They were still used and the question largely went to the weight 
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of the evidence. Shippers had nothing else to fall back upon, whereas 
the carriers could get some of the statistics for themselves, although 
immediately they were suspect on the ground they were prepared by 
them to serve their particular purpose. 

Mr. Evins. I am sure no member of this committee wants to do 
anything to impair the efficiency of the ICC. To the contrary we 
want to improve it. 


REVIEW OF STATISTICAL REPORTS 


I was thinking before you made your very firm answer, in looking 
over these charts or publications, couldn’t you take another look and 
the Commission give a close examination and go down the list and say 
“This we consider essential; this we consider important,” and see if 
you can find some of these publications which next year you will be 
able to eliminate. 

You itemize other publications which, if added to this list, would 
make your total of publications very voluminous. 

Mr. Tuomas. Starting with page 180? 

Mr. Evins. Yes; through 182. They have indicated other publi- 
cations not listed in these three tables. 

Mr. Crarke. I am glad you raised that point because that is one of 
the top priority things we are working on this year, to critically 
scrutinize all of our statistics and all the reports we require. You 
just can’t do it superficially. You have to dig in and really make a 
fair determination of the value of the statistics. 

Mr. Evrns. I believe you could have some reorganization of your 
own, some streamlining, ‘and consolidate these reports. 

Mr. Crarke. I can assure you we will continue to work even harder 
on that than we have in the past. 

Mr. Arpata. We have cut out a lot of these special research studies 
that used to be made there which were of limited interest and applica- 
tion. They mvolved a lot of time and money. Now we engage in 
studies that are demanded by some particular bureau within the 
Commission or are connected with some special phase of our work. 
We have been consolidating the reports made. There has been tre- 
mendous progress made along those lines but I assure you we are not 
through yet 

Mr. Tuomas. Mr. Commissioner, you have 71 people out of 141 in 
the Bureau compiling information for your printed reports, and you 
are to set out in the record the names and quantities of those reports, 
the cost to print, and the cost to the Bureau. 

Will you detail, following that, the other types of economic studies 
you make other than these. printed reports? 

Mr. Jersma. Those are the research studies the Commissioner re- 
ferred to. 

Mr. Tuomas. Name them quickly. 

Mr. Jextsma. I cannot name them right off. T can name some of 
them. 

Mr. Tuomas. All right. 

Mr. JELsMA. Interagency rate adjustment is one of them. 

Railroad grade crossing accidents is another. 

Motor carrier trends is another one. 

Mr. Tuomas. Finish that for the record and insert it. 
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(The information requested is as follows:) 


Rail-highway grade-crossing accidents, 1985-54 

Railroad petroleum traffic, 1948, 1950, and 1953 

Interagency rate adjustments, rail and motor 

Intercity ton-miles 1939-54 

Survey of class I motor carriers of property 1939-54 

Miscellaneous special research project for commissioners and bureaus 


STATISTICS OF CLASSES II AND III MOTOR CARRIERS 


Mr. Botanp. Did I understand you to say you are working on a 
backlog in that activity ? 

Mr. Jecsa. Yes, sir. 

Mr. Botanp. Of what value are those statistics of the past years? 

Mr. Jetsma. Well, there are motor carriers with revenue of less 
than $100,000 or $200,000. We have those reports in the Commission 
and whenever specific rate cases come up involving those carriers, those 
reports are analyzed and used in connection with those specific 
applications. 

The thing that the motor-carrier industry has been complaining 
about is that we never have summarized that information so the ry will 
know what the gross revenues earned by those carriers, and that is the 
same thing with the Economic Council. They want to know what por- 
tion of the motor-carrier industr y are these small carriers. 

We have reports for specific cases but no total information as to what 
their segment is of the total transportation, 

What we propose for part of this increase is to start summarizing 
and making overall information available regarding these carriers, 
about 1714 thousand in all. This is one instance where past reports 
are important. The Small Business Committee last year asked for 
this information, and we didn’t have it. Congress, on a number of 
occasions, asked what segment of the industry they represent. 


BASIS FOR PETITIONS FOR RATE CHANGES 


Mr. Botanv. Ilow many water carriers are using the intercoastal 
system ? 

Mr. Wauratu. It is a very small number. In 1956 we received 
annual reports from 15 regulated intercoastal water carriers. 

Mr. Botanp. In the petitions and railroad rate increase filings, do 
the railroads use the argument that water carriers compete with them? 

Mr. Ciarke. If they have competition they are liable to petition for 
a rate decrease. 

Mr. Boianp. The railroads petition for rate decreases because com- 
modities are carried cheaper by water? 

Mr. Crarke. They are more likely to petition for a rate decrease 
on particular commodities. 

Mr. Arpaia. That is when they file a specific rate decrease on a par- 
ticular commodity—where they find competition. The reason they 
ask for an increase is because they are not earning what they consider 
to be an adequate rate of return on their invested capital. 

In a rate ease, in order to find out whether there are operating effi- 
ciencies which can offset some of the claimed increase, referring again 
to the use of our statistics, if statistics are a few years ‘old they may be 
based on coal-burning locomotives rather than diesel operations. In 
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that case you get a distorted figure, unless you project that figure and 
estimate what the efficiency will be. When you have actual up-to-date 
statistics there is certainty to them. Furthermore, you don’t know 
what commodity makes what contribution to their net revenue. These 
are the foundations of proper ratemaking techniques. 

For instance, how will you determine, first, the expenses chargeable 
to the transportation of certain commodities? How can we determine 
the amount of “holddown” on certain basic commodities in general 
increase cases if we cannot compute the contribution those commodi- 
ties make to total income’ Those figures are very necessary in trying 
to determine rates. 

In genera! increase cases a petition is filed to increase the genera] 
level of rates. Carriers don’t file petitions to reduce a specific rate, but 
place a tariff on file showing the reduced rate which will automatically 
become effective in 30 days in the absence of protest by either a shipper 
or another carrier. That is a different situation from the type of 
case we have been discussing. 


WATER-CARRIER ACTIVITIES 


Mr. Botanp. Does the Commission have any knowledge of whether 
or not the water-carrying business is a profitable business on the inter 
coastal waterways? 

Mr. Arpara. It isnot asa break-bulk operation. However, there has 
been a new development now, carrying containers on ships, which is 
not yet fully developed, but it promises to be profitable. Barge-line 
operations also are profitable. 

Mr. Botanp. Very profitable ? 

Mr. Arpata. Most of them are making some money. All water- 
carrying operations are not regulated. The bulk operations are 
exempt, and also private operations are exempt. 

Mr. Botanp. Can the law be amended so bulk operations are not 
exempt ? 

Mr. Arpata. I think it should be; yes. 

Mr. Crarke. That is the consensus of opinion of the majority of the 
Commissioners, if not all of us. 

Mr. Botanp. I ask this because I think actually the business in 
waterway transportation is increasing and will continue to increase, 
particularly in the bulk operations, in barge lines. 

Mr. Arpata. That is right. It is now becoming a profitable opera- 
tion, I mean the kind which is regulated and concerning which we have 
information. 

Mr. Botanp. In the full committee hearings, wherein we had the 
Secretary of the Treasury and the Director of the Budget before us, 
they had something to say in line with a users’ tax. We are spending 
a lot of money on “intercoastal w aterways for dredging and keeping 
them in shape, and the users pay nothing for it. 

Mr. Ciarke. That gives the barge lines a competitive advantage. 

Mr. Botanp, That is right. 

Mr. Vurseiti. Mr. Chairman, you have been so kind in allowing me 
to interrupt you on points where I was not entirely satisfied that I 
believe I have no further questions to ask. 

I think you folks are trying to do a good job, but I would like to 
impress upon you that if there is any study you can make which will 
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bring about greater efficiency and less manpower, I know the members 
of the Congress and of this committee would appreciate an effort 
along that line. I am disturbed when every budget that comes up 
here, as compared with last year, continuously asks for more employees 
and greater expense to the Government. 

I am reminded by a number of my constituents that our expenses 
climb constantly and we ought to do something about it. 

I am hopeful that the extra help you get from this committee and 
Congress in this session will put you in a position where we will 
finally get to a downward trend in request for appropriations in the 
future. 

Mr. Arpasa. We still have fewer employees now than the Commis- 
sion had in 1941, and we have had many more assignments made to the 
Commission by the Congress since that time. 

Of course, the fact is th: at the Commission has been on a rather poor 
diet for a great number of years, and we have accrued a lot of internal 
problems because of that. I think we brought that up last year at 
the hearings. We have many employees who are ready to retire, 
eligible.to retire, without re: dy replacements who are prope rly trained. 
In other words, we have not been able to properly train people to take 
their places. 

If we wanted to carry out all the assignments we have under the 
Interstate Commerce Act we would have to have a great many more 
people. 

We are—by instinct, training, and tradition—very conservative, if 
not parsimonious. We don’t try to go after money and people without 
real pressing justification. We try to do the job as best we can with 
as little as possible. 

We don’t indulge in Inxuries of manpower, equipment or supplies 
down there at the Commission. 

Mr. Voursetu. In reply, I would like to say after observing the op- 
erations of this Commission for several years that I have approached 
these hearings with considerable sympathy for this Commission be- 
cause I know you have very great responsibilities, more responsibili- 
ties are being placed upon you all the time. I know you have a very 
great job to do, and I thing you have done it rather well considering 
the help and the opportunity you have had, but I could not get that 
observation off my mind, that some place along the line, regardless 
of how fast this Government grows, we are going to have to reduce 
the cost of Government on the homefront. 


NEW ASSIGNMENTS OF THE COMMISSION 


Mr. Jonas. What new assignments have been given the Commis- 
sion in the last year? 

Mr. Cuarke. The most important additional assignment growing 
out of the last Congress was the enactment of the migratory |: tbor law 
which assigned us the responsibility of regulating the transportation 
of a vast number of migratory laborers moving around the country. 

Mr. Jonas. Any new assignments in 1955? 

Mr. Cuarke. I am sure there were. 

Mr. Jonas. You talk about Congress continually assigning you new 
functions. I know generally speaking that is true, but is it not also 
a fact—— 
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Mr. Cuarxe. They haven’t taken any away from us. 

Mr. Jonas. Your workload in certifying common carriers has de- 
creased materially, has it not ? 

Mr. Cuarxe. No. Your statement is correct if you talk about en- 
tirely new carriers. The eighteen-thousand-odd carriers we have are 
continually applying for an extension of their authority, to take in 
new territory or new commodities. To process such an application 
involves approximately the same amount of work as it would if it was 
an entirely new carrier. 

Mr. Jonas. You wouldn’t say the workload has increased over what 
it was at the time you began certifying, would you? 

Mr. Crarxe. Yes. Except for the brief time when they were proc- 
essing grandfather applications, I would say each year our volume 
of work, especially in the motor carrier field, has gone up. 

Mr. Jonas. Is any effort made on the part of the personnel de- 
partment to handle these new assignments? Why is it necessary to 
set up a new bureau or organization with completely new personnel? 

Mr. Crarke. We are doing the opposite. We are reducing the num- 
ber of bureaus. 

Mr. Jonas. You reduced the number of the bureaus but you didn’t 
reduce the number of employees? 

Mr. Crarke. No; we didn't. 

Mr. Jonas. Where is the economy? You just streamlined the top 
echelon a little bit, but you have the same number of people doing the 
work, ifnot more. Now you ask for 200 more than last year. 

Mr. Crarke. To take care of the increased workload. 


NEED FOR INCREASED APPROPRIATIONS 


Mr. Jonas. I am not as concerned about the budget increase in 1958 
over 1957 as I am over the increase from 1956. That is a tremendous 
increase. 

Mr. Crarxe. As Commissioner Arpaia pointed out, it has been only 
in the last 3 years that we have been on the upturn. Before that we 
were 

Mr. Jonas. But as your experience grows, your old employees 
should be able to do more of the same sort of work than they did when 
they started. Can you not take advantage of experience? 

Mr. Cuarke. We do insofar as possible. 

Mr. Arpata. In many States the work was not done at all—we had 
no inspectors or supervisors to serve the public. It was due to the 
fact that Congress wanted to have that work done and insisted we 
get these supervisory officers in these States and increase the inspection 
staff that they provided the money to put these people on. It was the 
same way with men in rail safety and service. 

There was an acute car shortage for several years: many things were 
necessary but we didn’t have adequate staff to do them. 

Tf you take away from this budget the amount put in due to infla- 
tionary factors, salary increases, retirement contributions, and so on, 
and that is the bulk of the increase in dollars, you have left this in- 
crease of 200 people. Those people are intended to do the same job 
faster, in effect, to do more of the same, better. 

There is one further thing that should be said. During the last 
couple of years, short handed as we have been, we have had to give 
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a tremendous amount of time to making up special reports and devot- 
ing personnel to studies that were demanded by Congress itself, and 
Pe, So. 

That doesn’t seem like much, but it is considerable. 

The last assignment we had was the Alaska situation. We were 
asked to study and recommend legislation to cover transportation 
problems and inadequacies to, from, and within Alaska. The Small 
Business Committee, Government Operations Committee, and others 
asked for studies and reports. It takes a large amount of time, man- 
power, and money to do these things. 

Mr. Jonas. How many people do you have answering letters from 
Congressmen ? 

Mr. Arpata. That falls mostly on the shoulders of the chairman 
and I am glad I don’t have it this year. 

Mr. Ciarke. Takes up a major part of the day every day. 

Mr. Arpara. And there are telephone calls. As Chairman Thomas 
and Congressman Vursell pointed out, we are dealing with transpor- 
tation, one of the most vital services in the United States, one of the 
three important legs of our economy—agriculture, industry, and 
transportation. 

The total amount paid for transportation is about $75 billion, The 
carriers we regulate account for close to $20 billion of this amount. 
Our budget represents an infinitesimal fraction of that total amount 
paid for transportation. Yet, in addition to the economic phases of 
regulation, we control the safety and service aspect of every single 
truck operating in interstate commerce, whether it Is privately owned, 
exempt, or regulated. 

FIELD OFFICES 


Mr. Jonas. How many field offices do you have? 

Mr. Arpata. We now have 92. 

Mr. Scumip. Thirteen regional offices and 79 detached offices. 

Mr. Jonas. Where do you put these automobiles, in the regional 
or district offices ? 

Mr. Scum. Into both of them. 

Mr. Jonas. You said this morning the principal duties performed 
by the field personnel was to examine books of the transportation 
companies. 

Mr. Crarke. That was one part of it. 

Mr. ArpatA. We have supervisors for safety, rail safety, service, 
accounting, and the phase I mentioned this morning. 

Mr. Jonas. Why do you need automobiles to go to 3 or 4 offices in 
a State? Wouldn't it be cheaper to let them ride a railroad or bus? 

Mr. Crarxe. You refer to the field force for the Bureau of Accounts, 
Cost Finding, and Valuation. That is comparatively a small part of 
the field force. The major part of it 

Mr. Jonas. They have no cars? 

Mr. Cuarke. No. The ones that have cars are the ones out on the 
highway checking trucks. 

Mr. Arpara. Motor vehicle operations are ambulatory. They are 
on the highway. 

Mr. Jonas. Why don’t you station a man at the State weighing 
stations and let him do that ? 











812 


Mr. Arpara. We do that. But one man has to cover quite an area 
each day. 

Mr. Jonas. You mean he visits the office of the carrier / 

Mr. Crarxke. Not only carriers but shippers. 

Mr. Jonas. Seems you would catch them all if you policed ‘the 
weighing stations. 

Mr. Arpara. We wouldn’t be able to do the whole job that way alone, 
Our job is mostly educational and preventive at the terminals of car- 
riers. However, these road checks have revealed some very, very 
serious deficiencies in equipment. That was possible only because this 
Coniuuittee Jast year was realistic in appraising our demand for in- 
creased field services. That has paid tremendous dividends, Chairman 
Thomas. 

I think the public generally has recognized that this committee made 
this work possible and you have received many commendations in the 
press and otherwise for this. 

Mr. Jonas. Do you get cooperation from the insurance carriers in 
that work ? 

Mr. Arpata. They are interested in the same thing but we haven’t 
it directly from them. They sometimes give us reports and our field 
people. 

Mr. Jonas. They are very much interested in that same problem. 

Mr. Arpata. Yes. 

Mr. Tuomas. What is the number of people you have on the payroll 
as of December 31 or January 1 ? 

Mr. Ryan. 2,133. 

Mr. Tuomas. 97 short of the authorized positions ? 

Mr. Ryan. About 86, of which approximately 40 are normally 
vacant due to separations. 

Mr. Tuomas. Gentlemen, it is always pleasant to have you. We 
are proud of allof you. Come to see us again. 

Mr. Crarke. We will be glad to furnish you the supplemental in- 
formation you requested. 


VETERANS’ ADMINISTRATION APPROPRIATION 


WITNESS 


OMAR B. KETCHUM, LEGISLATIVE AND REHABILITATION DIREC- 
TOR, VETERANS OF FOREIGN WARS 


Mr. Tuomas. Gentlemen, the committee will come to order. We 
have with us Mr. Omar Ketchum, legislative and rehabilitation di- 
rector of the Veterans of Foreign Wars of the United States. 

Will you proceed, Mr. Ketchum. 

Mr. Kercuum. Mr. Chairman and members of the subcommittee, 
I appreciate the privilege of being permitted to appear before your 
Subcommittee on Independent Offices Appropriations to present the 
viewpoint of the Veterans of Foreign Wars with respect to the 1958 
budget estimates for the Veterans Administration as approved by 
the Bureau of the Budget. It is not often we ask for the privilege of 
appearing before your subcommittee although we recognize the tre- 
mendous importance of this committee to the efficient operation of 
the Veterans’ Administration and the welfare of millions of ‘veterans 
and dependents of veterans. 
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I have no intention or desire to belabor the committee with an 
exhaustive and critical analysis of the proposed VA budget for fiscal 
1958. In looking over the estimate submitted by the Veterans’ Ad- 
ministration to the Bureau of the Budget and the estimate which has 
been submitted to the Congress with the approval of the Bureau of 
the Budget we find that with a few exceptions the Bureau of the 
Budget has accepted the VA estimates and, in some instances, has 
increased the VA estimate. 

One exception which disturbs the Veterans of Foreign Wars is the 
difference between the estimate submitted to the Bureau of the 
Budget by the Veterans’ Administration and the estimate submitted 
to the Congress which has been approved by the Bureau of the Budget 
in the item “Hospital and domiciliary facilities.” It is noted the 
VA estimate on this item which was submitted to the Bureau of the 
Budget recommended $114,516,000 while the estimate submitted to 
Congress as approved by the Bureau of the Budget amounts to $50 
million. This represents a reduction of $64,516,000 in this particular 
item. Consequently, the Veterans of Foreign Wars can only assume 
that for reasons that are not clear to us funds for the construction of 
certain hospitals have been deleted. 

It is the understanding of the Veterans of Foreign Wars that the 
reduction in the item ‘Hospital and domiciliary facilities” represents 
the elimination of construction funds for new VA hospitals to replace 
existing VA hospitals at Washington, D. C.; Cleveland, Ohio; and 
Oakland, Calif. Our information is based on evidence gathered by 
Members of Congress who are genuinely interested and concerned 
over the need for full speed ahead on the construction of these three 
new hospitals. 

New hospitals at Washington, D. C.; Cleveland, Ohio; and Oakland, 
Calif., have been approved all along the line, by the Veterans’ Admin- 
istration, the Bureau of the Budget, and the Congress. The need 
for these new hospitals is evident to all who have any knowledge of 
the VA hospital and medical treatment program in these three areas. 
It would be tragic to further delay or discourage progress on the plans 
for the construction of these three sorely needed hospitals. Un- 
doubtedly, the argument is advanced that the construction money 
might not be needed in fiscal 1958 and, consequently, should not load 
up the budget. Unless there is a scheme to eventually scuttle these 
new hospitals there is no good reason why encouragement should not 
be given the Veterans’ Administration to proceed forthwith with the 
construction program by providing construction funds for these three 
hospitals in fiscal 1958. It is our belief, based on past experience, 
that if the construction funds for these three hospitals are eliminated 
in the fiscal 1958 budget such action will undoubtedly delay final 
completion and might possibly result in the construction program 
becoming trapped in some new emergency next year which would 
further postpone construction of the hospitals. We strongly urge 
that your subcommittee change the 1958 budget estimate as approved 
by the Bureau of the Budget on the item ‘Hospital and domiciliary 
facilities’ from $50 million to $114,516,000 as proposed in the 1958 
budget estimate submitted by the Veterans’ Administration to the 
Bureau of the Budget. 
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There is one other matter in connection with the fiscal 1958 budget 
estimate for the Veterans’ Administration in which this office in 
general and the Department of Indiana, Veterans of Foreign Wars 
specifically, is interested. You will not find this matter identified 
under any of the specific items in the VA budget estimate submitted 
to the Congress. Yet, the disposition and use of the 1958 fiscal budget 
will determine the success or failure of certain objections which the 
Veterans of Foreign Wars in Indiana has registered. 

The Veterans’ Administration has proposed, and is planning, to 
transfer and consolidate the outpatient clinic presently located at the 
Indianapolis regional office with what is identified as the West 10th 
Street Hospital. It is the considered judgment of the Department of 
Indiana, Veterans of Foreign Wars, that the consolidation of the out- 
patient clinic from the regional office to the West 10th Street Hospital 
would not be in the best interests of veterans in need of outpatient 
treatment and would actually impose hardships upon said veterans in 
need of outpatient treatment and will result in discouraging the 
veterans from seeking needed medical treatment. 

The objections of the Department of Indiana, Veterans of Foreign 
Wars, set forth in detail, have been presented to the Administrator 
of Veterans Affairs by the Department of Indiana and by this office 
representing the National Organization. Notwithstanding these de- 
tailed objections we are in receipt of advice from the Administrator 
that the proposed consolidation of the outpatient clinic with the West 
10th Street Hospital will be carried out as representing the best 
interests of the Veterans’ Administration. 

Under the circumstances it is possible the final decision on whether 

this objectionable consolidation shall take place may rest, first with 
your subcommittee, and then with the Congress. We have been 
reluctant in the past to recommend or support legislative riders in 
eppryeiayion measures but in this case we are suggesting for your 
consideration the possibility of such a rider provision. The Veterans’ 
Administration appropriation for fiscal 1958 could carry a rider pro- 
vision to the effect that “no part of these funds shall be used to 
effect a consolidation of the outpatient clinic at the Indianapolis 
Veterans’ Administration regional office with the Veterans’ Adminis- 
tration West 10th Street Hospital in Indianapolis.”” Well- qualified 
spokesmen for the Veterans of Foreign Wars and other veterans’ 
organizations in Indiana are present and prepared to present detailed 
objections to the consolidation and to propose a more workable solu- 
tion to the problem. 

Mr. Chairman, that constitutes the statement of the Veterans of 
Foreign Wars. 

Mr. Tuomas. Thank you, Mr. Ketchum. That is a very nice 
statement, and we are delighted to have it. Thank you very much 
for coming by. 
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VETERANS’ ADMINISTRATION 
WITNESSES 


HON. CHARLES B. BROWNSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF INDIANA 

HOWARD W. WATTS, STATE ADJUTANT, INDIANA DISABLED 
AMERICAN VETERANS 

JAMES BUTTERS, STATE SERVICE OFFICER, INDIANA VETERANS OF 
FOREIGN WARS 


Mr. THomas. We have wil us our friend and colleague, the 
Honorable Charles B. Brownson, from the State of Indiana. 

We are delighted to have you, Mr. Brownson. Whatever you want 
to talk to us about we will be more than delighted to listen. 

Mr. Brownson. Mr. Chairman, we have a problem in our district, 
a problem which is aggravated, we believe, by certain sums of money 
which were requested in this current appropriations bill for the 
Veterans’ Administration. 

We are very anxious to preserve the Veterans’ Administration as it 
is in our district with the regional office and the outpatient facilities 
adequately housed in the downtown office building where they are 
accessible to all the veterans. There is a move underway to consoli- 
date this outpatient clinic with the West Tenth Street Veterans’ 
Administration Hospital. The move has been protested by several 
Members of this House, the Indiana delegation in particular, Con- 
gressman Bray and myself, and it has also been protested by all of 
our veterans’ organizations. 

With your permission, Mr. Chairman, at this time I would like for 
you to hear from several representatives of the veterans’ organizations 
from my district. I would like to present to you first for a brief state- 
ment, Mr. Chairman, Howard W. Watts, a constituent of mine, for- 
mer national commander of the DAV and presently State adjutant for 
the DAV. He has done an outstanding job with our disabled veter- 
ans, working very closely with their situations, and his testimony is 
based on good, hard experience. 

Mr. Tuomas. We are delighted to have him. 

You were nice to bring him, Mr. Brownson. 


STATEMENT OF HOWARD W. WATTS 


Mr. Warts. Mr. Chairman and gentlemen of the committee, my 
voice is weak, because I came out of the seventh district conference 
last week and don’t have my voice back yet. 

Nevertheless, we know the situation existed prior to 1945 when 
they were all housed under one roof at the Cold Springs Road Hospital. 
They started to move in 1945 and took over the Century Building, 
which is in the center of downtown Indianapolis, housing the VA and 
the outpatient department. It didn’t work before at the small hos- 
pital under one roof. It is working very wonderfully now. 

We have very competent doctors that are doing a wonderful job. 
The boys coming in for their outpatient examinations and their 
medical treatments are at the present time doing things that would 
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take them hours and sometimes days to do if they had to go out to 
the hospital, which is about 20 blocks from the downtown district. 

Now, on the outpatient basis a man comes in for a treatment, 
sometimes he comes in on his noon hour, and, as he is a workingman, 
he cannot afford to lay off too much of his working time. And if 
he does go out to the hospital for this treatment, and there comes a 
cut or curtailment in any of the services in the place where he works, 
then he is going to be the first one to feel it, because the boss is going 
to say, “Well, he is not doing his work right, because he is spending 
too much time going out to the hospital.’””’ The outpatient treatment 
clinic, if it is taken from our regional office and put into the hospital, 
will be swallowed up and consumed by the inpatient. It will be 
very, very difficult for a man to get outpatient treatment. 

Now, | have firsthand mformation and firsthand experience in. my 
own family. My wife is a physical therapist. She has been with the 
Veterans’ Administration since 1946, after her discharge from the 
Army Medical Corps. She was in charge of the physical therapy at 
the downtown office. They transferred her entire department out 
to that hospital. And she was then supposed to come back downtown 
once a week to take care of the outpatient and physical therapy. 
I asked her last Sunday night, I said, ‘Louise, how many outpatient 
treatments have you given this month in the physical therapy depart- 
ment?”’ And she said: “Iam sorry to say only one.” 

The doctors that we have in the outpatient clinic at the regional 
office are very competent. They are men in the age bracket, I-would 
say, from 40 to 60. They are all good medical men, sound men. 
If they have to go out to the hospital they are going to be under the 
Dean’s Committee. The first thing you know there will be no out- 
patient treatment whatsoever. 

We ask you gentlemen not to appropriate money to go back to some- 
thing that you found out could not work 12 years ago. Maybe you 
will spend several thousand dollars on moving that department, 
taking away more beds that we need now so badly, and then in a few 
years have to turn around and move it back again. That doesn’t 
make good sense to me. 

So we are here to protest the moving of the outpatient treatment 
clinic from our regional office to the 10th Street Hospital. 

If there are any questions, gentlemen, I will be glad to answer them. 

Mr. Tuomas. We are certainly delighted to have you with us, and 
glad to know that you are a friend of our good friend, Charles Brown- 
son. 

When this record is printed we will sent it over to the Legislative 
Committee. This is a legislative matter, and it is one that perhaps has 
some nationwide application, too. We will ask them to consider it. 
In the meantime we are delighted to have you with us. 

Mr. Warts. Thank you, sir. 

Mr. Tomas. Thank you. 

Mr. Brownson. Mr. Chairman, we have another witness that 
would like to be heard briefly. 

Incidentally, this proposed consolidation comes under chart 13-8, 
in the VA budget justification, which includes five similar projects 
throughout the country for modernization of hospital facilities to in- 
clude this type of outpatient clinic, and thereby removing them from 
the regional offices. 
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STATEMENT OF JAMES BUTTERS 


The next man who would like to speak is James R. Butters, of 
Indianapolis, who is the service officer for the Department of Indiana, 
Veterans of Foreign Wars. He has had intimate contact in his 
activities as service officer for this particular problem. 

I would like to add that this problem affects even more of the vet- 
erans who come from throughout the State than it does those who 
ean get around Indianapolis pretty well. There is a transportation 
problem for those who have to come from the region served bythe 
Indianapolis office. 

Mr. THomas. We are delighted to have you with us. 

Mr. Burters. I sincerely appreciate the privilege of appearing 
before you and the committee to present the viewpoint of the Depart- 
ment of Indiana, Veterans of Foreign Wars, regarding this consoli- 
dation of outpatient treatment and compensation and pension exam- 
inations activity with the West 10th Street Hospital in Indianapolis. 

Personally I feel—and I speak from my experience as a service 
officer—that this is ill advised because of the added inconvenience of 
transportation to the veterans desiring and needing outpatient treat- 
ment. We must remember that these are service-connected veterans. 

Second, West 10th is a teaching hospital; it is a dean’s hospital. 
And I feel that it is not adequately staffed to handle an outpatient 
clinical load of a regional office. 

Third, a move of this type would mean that the veteran seeking 
outpatient treatment would be clinical guniea pigs for the students 
of Indiana University. 

Fourth, there would be involved a serious impairment of service 
to the veterans in exceedingly long hours of waiting for treatment. 
It stands to reason that when you have two things consolidated, 
inpatient and outpatient care, the primary objective of that hospital 
would be inpatient care. Therefore, outpatients would be secondary. 

We, in Indiana, are economy minded. The outpatient clinic in 
Indianapolis i is working satisfactorily. It is in downtown Indianapolis. 
The veterans like it. The major veterans’ organizations like it. 
To move this outpatient clinic, which is now operating, to the West 
Tenth Street Hospital, will take an appropriation of approximately 
a half million dollars to put a new wing on that hospital. That means 
just the wing; it does not mean equipping it. So, to me, as a Hoosier, 
tt isn’t economy to spend about a half million dollars just for the 
sake of moving from one place to another. 

In our correspondence with the Admimistrator, he said that in every 
every place that this had been tried it had worked satisfactorily. 
Personally, 1 don’t believe it, sir, and I think it is known, but I feel 
that if the Veterans’ Administration would contact the service officers 
they would get a true pic ture of the services that are rendered. 

With the committee’s permission, I would like to quote from one 
service officer where this has happened. He says: 

In regard to your letter concerning the quality of service to veterans since the 
transfer of the outpatient department to the VA hospital, in plain English, it 
stinks. The quality of the exams has deteriorated rapidly, and further, there 


areono means whereby the Adjudication Division, which eventually must’ werk 
out the end product of the exams, can have control over the outpatient. 
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Mr. Chairman, I have letters from seven different department 
service officers all stating the same thing. We, in Indiana, have seen 
it tried, as Mr. Watts has previously testified, at Cold Springs Road 
Hospital. It is something that should be considered by this com- 
mittee. And we would appreciate your consideration of this matter, 
Mr. Tuomas. Thank you very much. It is nice to have you come 
so far from home and make such a good statement. We are delighted 
to have you. 
STATEMENT OF WILLIAM F. 0’NEILL 


Mr. Brownson. Mr. Chairman, I would like to ask unanimous 
consent that Mr. William O’Neill, the department service officer of 
the American Legion, might file his statement with the committee for 
inclusion at this point. 

He apparently has been delayed in arriving here. His statement 
will be signed by Mr. Reed Beard, the Indiana department com- 
mander, from Bedford, Ind., and Mr. Frank J. Myers, the State 
adjutant, together with Dr. Norman Booher of the national rehabilita- 
tion commission. 

Mr. Tuomas. All right. 

(The statement referred to is as follows:) 


TresTIMONY OF WILLIAM F. O’ NEILL, Director or REHABILITATION, THE AMERI- 
caAN Lreaton, DepartTmMENT OF INDIANA, Fesruary 26, 1957 


This presentation is intended to express the opposition of the Indiana depart- 
ment of the American Legion to a proposed plan of the Veterans’ Administration 
to combine the activities of the outpatient clinie and the examination group now 
located at 36 South Pennsylvania Street in downtown Indianapolis, with the 
Veterans’ Administration Hospital at 1481 West 10th Street in Indianapolis. 

The opinions expressed are based upon many years of experience in the handling 
of many thousands of claims for all types of VA benefits, in a combined facility, 
and as they are now handled by the regional office. We are prompted to do this 
by a comprehensive knowledge of VA laws and regulations and procedures, and 
by our interest in and concern for the disabled veteran, his widow, and his orphan. 

The existing regional office was acquired by VA in 1946 at considerable expense 
in the purchase of the building, its furnishings and equipment, and the always 
present staffing problem, now given as the reason for eombining these services 
with the hospital. The American Legion fully supported the move in 1946 beeause 
we believed it would serve as a one-stop service to Indiana’s veterans in a down- 
town location readily accessible to all types of transportation, bus, rail, and car, 

In our regional office, all veterans’ benefits are administered. Applications are 
received and processed through the Administrative Division, to Adjudication, 
to Medical, to V. R. and E., to Loan Guaranty, to Contact, or the Finance 
Department or the Chief Attorney’s Office. 

All VA benefits are based upon the records of the individual veteran and are 
contained in his claims file, which are now, and under the proposed change will 
remain at the regional office, and this is as it should be. All applications for 
hospitalization or outpatient treatment are received at the regional office. where 
his entitlement to, and his need for these services are determined and his applica- 
tion is forwarded to the outpatient clinic or to the hospital where the type of 
service needed is available, and where space or bed is available. 

The regional office is presently under capable lay management with a thorough 
knowledge of the problems involved in all V A benefits, and has the proper authority 
and the ability to correlate all the various departments, in the efficient handling of 
all the problems arising in the administration of the VA programs in Indiana, 
The regional office is now staffed with capable doctors who are familiar with the 
type of examinations necessary for the rating of claims, for the determination as 
to whether or not outpatient treatment or hospitalization is necessary, and to 
furnish the information as to helplessness where children of veterans are involved 











—. =. oe oe 


Sl er-ltC(Cc hh 








819 


for continuation of benefits; where questions of competency must be determined 
and where question of loss of use must be determined; determinations as to need 
for special housing and examinations necessary for proper counseling in handling 
the vocational rehabilitation of the seriously disabled veteran. 

The outpatient clinic in the regional office has been rendering satisfactory 
service to the chronically ill service-connected veteran at a cost comparable to an 
office call to a practicing doctor, and these, the service connected are, and should 
be the first concern of the Veterans’ Administration and the American Legion. 

We are convinced that the hospitals as such and the dedicated physicians and 
laboratory technicians connected with the VA hospitals have enough problems 
now in rendering total treatment to those in their care. 

We are convinved that in addition to the construction costs ($500,000) there will 
be many additional and continued costs involved in duplication of services in 
contact work, file handling in both locations, duplication of eligibility determina- 
tion in both locations as well as divided responsibility for efficient operation. 

We believe the proposed change will inevitably result in unnecessary and costly 
delay through the continuous transfer of files between locations that quality of 
examinations for rating purposes will deteriorate and require duplication in many 
instances. 

We believe that the quality of service rendered to the service-connected veteran 
in outpatient treatment will deteriorate through lack of knowledge of hospital 
personnel, of other VA programs, and lack of interest in the chronically ill will 
result from inability to obtain the dramatic results that are accomplished in the 
treatment of the acutely ill patient, in the total treatment given in the VA hospital. 

Finally, we believe the $500,000 construction cost and other costs sure to result 
from divided operation and supervision would be better spent in rendering addi- 
tional and better service to disabled veterans. 

Concurred in by: Reed Beard, department commander; Frank J. Myers, depart- 
ment adjutant; Dr. Norman H. Booher, chairman, rehabilitation commission. 


Mr. Brownson. Chairman Thomas, I have a question I would like 
to ask at this point. This appears, on your chart 13-8, Veterans’ 
Administration construction program, consolidation of regional office 
medical activity with regional hospital. 

What would be your recommendation, sir, as to any further steps 
we would take in opposing this consolidation? Is it within the power 
of this committee to strike that particular appropriation, or should 
we go to the Legislative Committee, also? 

Mr. Tuomas. I think you ought to go to the Legislative Committee. 
It is purely a matter of legislation. 1 doubt if it would be proper for 
this committee to tell the Veterans’ Administration not to consolidate 
these medical activities. 

As far as I am concerned, I am not qualified to pass on that subject. 
So if there is going to be any stoppage of consolidation, I think there 
ought to be a broad legislative program enacted. I would go to the 
Legislative Committee to see if you can’t work out some legislation 
to cover similar situations that may arise in other areas of the country, 
because sooner or later the same problem is going to come up. The 
average man on the street has the idea in his head that it isan economic 
waste to have 2 medical facilities—1 in 1 part of town and 1 in another 
part of town. 

Mr. Brownson. Thank you very much. I think that is very good 
advice. And I will certainly recommend it strongly to our veterans 
organizations. 

Mr. Tuomas. That is what I would do, recommend it. 

Mr. Brownson. I want to thank you very much for your courtesy 
in having us here. 

Mr. Tuomas. We are delighted to have you. Whenever any of our 
friends want to come in, the doors are always open. 
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VETERANS’ ADMINISTRATION 





WITNESS 


HON. EUGENE J. McCARTHY, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MINNESOTA 


Mr. Tuomas. Mr. McCarthy, we are delighted to have you, our 
colleague from the great State of Minnesota... If you have a state- 
ment for us and some good advice we would be glad to hear from you. 
Mr. McCarruy. Mr. Chairman, I am honored to appear before 
\ this committee. I am late because I could not find it, which indicates 
| I haven’t given you any trouble in the past. 

' But I would like to recommend to you the consideration of change 
in the language of the bill which would permit graduate students who 
are now receiving Federal funds for fellowships from the Atomic 
Energy Commission, the National Academy of Sciences, the National 
Institutes of Health, the United States Public Health Service, or any 
| other agency of the Government, to receive at the same time their 
i} benefits under section 332 of the Veterans’ Assistance Act of 1952. 
| 
























This would apply to graduate students only. 

This action would remove a penalty, which was probably uninten- 
tional, affecting Korean veteran students who were engaged in 
| advanced scientific and technical studies. Many of these men, if 
they were in graduate schools before they were taken into the Korean 
war, were in their late twenties or in their thirties, and many of them 
had family responsibilities. If they were eligible for the benefits of 
both the grants of the various commissions and the agencies and 
also of the GI bill, they would be much more ready to accept these 
scholarships and to pursue graduate study in these important scientific 
fields. If thev do accept and try y to get along without the GI benefits, 
they do so under great strain, as | know from cases that have come to 
my attention. 

It is my opinion that the intention in setting up the GI benefits was 
to compensate a veteran for unequal service to the country. And these 
scholarship grants are to assist able students and to encourage them 
to go into scientific fields for the good of the country. 

Mr. Tomas. That is a logical statement, and I believe it makes 
good common sense. When we have this record printed we will 
send it over to the legislative committee, and we will tell them that 
we hope they will j join you in wishing to do something about it. 

Mr. McCartuy. Thank you very much. 

Mr. Tuomas. You are always welcome, and we are glad to have 
your good advice and assistance. 

Mr. Jonas. Do you happen to know how many persons are 
involved? 

Mr. McCarruy. I do not. We tried to get that information, but 
we have not been able to do so. 

Mr. Jonas. Do you have any estimate? 

Mr. McCarrny. No, except the amount would be slight, because 
of the numbers that have received the fellowships from the various 
agencies. For 1956-57, Public Health granted 157 fellowships for 
graduate study, AEC granted 92, the National Science Foundation 
granted 716, and the Department of Defense granted 11. The in- 
consistency exists that if the university is given a grant for scientific 
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purposes it can in turn give grants and assistance to GI’s who at the 
same time will receive their GI benefits. But if the veterans receive 
the grants directly from the Government, they are not eligible for the 
dual“benefits. 

Mr. THomas. Thank you very much. 


GENERAL Services ADMINISTRATION 
WITNESS 


HON. CLIFFORD G. MCINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 


Mr. Toomas. We have with us our friend and colleague, the 
Honorable Clifford G. McIntire, from the good State of Maine. 

Congressman, we are delighted and honored to have you with us. 
You want to make a statement on border stations, is that right? 

Mr. McIntire. That is right, Mr. Chairman. 

Mr. Tuomas. Anything you want to say, we will be delighted to 
hear from you. So just start telling us what is on your mind. 

Advice from Maine is always worth while. 

Mr. McIntire. You are very kind, Mr. Chairman. 

Members of the committee, | do wish to file this statement and not 
take your time relative to details. The budget provides for a border 
station at Madawaska, Maine, which is in the very northern tip of 
the State, and also provides for a truck facility at a border station at 
Calais, Maine. 

I might say that the border station at Madawaska is at the end of 
a bridge which crosses the international boundary line, the bridge 
over the St. Johns River, connecting with the city of Edmunston on 
the New Brunswick, Canada, side. 

There is a very substantial paper mill on the main side of the line, 
which is a part of paper manufacturing facilities in Edmunston as 
well as in Madawaska. 

This border station has been under consideration for some time. 
There have been problems of siting. However, those have been quite 
well resolved, and the budget this year carries an item of $200,000 
for this station and other stations. 

There is an increasing amount of traffic. In 1950 there were 
348,000 vehicles and 1,135,000 persons; in 1954, 456,000 vehicles and 
1,494,000 persons; and in 1955, 515,000 vehicles and 1,545,000 persons. 

The Canadian Government has built new facilities on their end 
of the bridge. The facilities that are being used on the United States 
side are facilities leased, actually, from the State of Maine, and are 
very small and inadequate for the present volume of traffic. 

I might say, Mr. Chairman, in relation to the facility at Calais, 
there has been a new international bridge built across the river between 
the city of Calais, Maine, and the city of St. Stephen, New Brunswick. 
The new bridge is not in exactly the same location as the old one. 
The Canadians have built a new customs station on their end of the 
new bridge. 

The customs station which is on the American side is reasonably 
adequate for normal needs, except that because of the new location 
of the bridge the traffic is routed more directly toward the access of 
the customs station, and the problem of truck clearance is delaying 
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the traffic to the point that it is piling up; while before, as we came 
across the bridge, we turned into the customs facility and got out of 
the line of traffic. 

As of now, the bridge directs the traffic almost into the yard of the 
customs station, which, in itself, is probably good siting. But the 
truck-clearing facilities set forth in the item included in the budget 
would help to direct the truck movement from out of the general 
vehicle traffic and clear those sectors from the general line of traffic, 
and generally assist in the clearing of the traffic lanes. 

Mr. Chairman, those are the two items. I am assuming that in 
the executive department statements there will be considerable 
supporting data in relation to these items. 

Mr. Tuomas. I imagine your observation and assumption is a valid 
one. 


Mr. McIntire. Thank you very kindly, sir. 
(The prepared statement of Congressman Clifford G. McIntire, 
of Maine, is as follows:) 


TesTIMONY PRESENTED BY Hon. Currrorp G. McIntire, Tuirp Disrrict, 
MAINE, TO THE SUBCOMMITTEE ON APPROPRIATIONS FOR INDEPENDENT OFFICES 
(FEBRUARY 26, 1957) 


Mr. Chairman, ineluded in the budget for fiscal 1958 are recommendations 
relating to two customs stations in the State of Maine’s Third Congressional 
District. 

The General Services Administration requests that $200,000 be spent for the 
acquisition of a suitable site and the construction of a new customs building at 
Madawaska, Maine. 

Presently, at Madawaska, the State of Maine owns a piece of land lying between 
a stretch of railroad and the St. Johns River, and the Federal Government leases 
this property from the State as a facility for customs purposes. 

It is interesting to note that one of the difficulties that has prevailed with regard 
to programing the development of a customs station at this location was the 
procurement of a satisfactory site. Both the Fraser Paper, Lid., and the Bangor 
Aroostook Railroad own land in this area that is satisfactory for customs station 
development. Although these companies were, at first, without interest in convey- 
ing any land for customs station development, it is now reported that both 
interests are proving receptive to an offer. 

The General Services Administration, during an investigation, has noted that 
the Fraser Paper Co. has pipelines carrying semiliquid pulp from across the river 
in Canada to the paper mill at Madawaska. The GSA is cognizant of the fact that 
it will have to effect an adjustment to accommodate these pipelines in the event of 
the development of a customs station, but it feels sure it can do so at very reason- 
able costs. 

During the potato-picking season in Maine, many Canadian laborers enter our 
country at this geographical point to help with the great harvest in Maine’s 
potato fields. A lobby of some nature is needed here to house these labor imports, 
in order to afford proper accommodation while inspection is being effected. 

At the present time inspection of motor vehicles has to be executed on the bridge 
extending across the river, inasmuch as their is no suitable facility to permit 
otherwise. Such a procedure contributes to a congested traffic condition and 
prompts a confusion in the inspection service. 

Historically the traffic statistics at this location suggest an increase. In 1950, 
348,000 vehicles entered at this point and 1,135,000 persons. In 1954 vehicle 
traffic reflected a figure of 456,000, while pedestrian traffic was 1,494,000. In 
1955 there were 515,000 vehicles and 1,545,000 persons crossing at this point. 

As the previous statistics indicate, vehicle and pedestrian traffic is on the 
increase in this area, with constant policing and inspection being required between 
Edmunston, New Brunswick, and Madawaska, Maine. 

Mr. Chairman, there can be little doubt that—in consideration of the cireum- 
stances—the construction of the customs station in question is eminently justified. 
Recognizing the urgent need for such a facility, I strongly recommend that this 
committee give favorable consideration to the $200,000 requested for the purpose 
of constructing a customs station at Madawaska, Maine. 
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Mr. Chairman, the General Services Administration also requests—under its 
program for renovation, repair, and improvement—that $21,150 be spent on the 
existing border station at Calais, Maine. Such an appropriation would facilitate 
the purchase of a piece of land to perform as a truck facility and the erection of 
a partially enclosed dock. The nature of dock required is similar to that which is 
used in Canada, being constructed in such a manner as to accommodate the body of 
a truck and to leave the truck’s motor section exposed. 

Although there exists a parking facility for automobiles at this station, there 
is no similar accommodation for trucks. Trucks have to stop on a bridge, thereby 
tying up traffic and complicating the inspection procedure. The aforementioned 
partially enclosed dock would serve to effect a solution for this problem. 

There is a piece of land adjoining the present customs station that would serve 
as a suitable site for the improvements here mentioned. The General Services 
Administration has explored the possibility of obtaining this land for custom- 
station expansion, and it has discovered that the owner of the land in question has 
exhibited a willingness to sell either part or all of it to accommodate the improve- 
ment. 

Vehicle and pedestrian tariffic in this area are of significant proportions. It is 
interesting to note that, in 1955, 485 vehicles and 1,455,000 persons passed into 
the United States at this location. A new bridge (Ferry Point Bridge), extending 
from St. Stephen, New Brunswick, to Calais, Maine, over the St. Croix River will 
certainly contribute to increased traffic in this area. 

Mr. Chairman, there is a great need for improvement at this location, and in 
consideration of the benefits that will flow from such improvement the costs are 
indeed small. In view of this, I respectfully urge that this committee grant 
approval to the $21,150 requested for the institution of improvements at the 
existing border station at Calais, Maine. 

Mr. Chairman, and members of this committee, I deeply appreciate the op- 
portunity extended me to present this testimony. 


Mr. Tuomas. It is a very fine statement, and we are delighted to 


have you with us. Come back and see us again. 
Mr. McIntire. Thank you very much. 






























VETERANS’ ADMINISTRATION 
WITNESS 


HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 












Mr. Tuomas. Congressman Baldwin, we are delighted and honored 
to have you here. Any advice which you want to give us will be 
greatly appreciated. 

Mr. Batpwin. Thank you very much. 

Mr. Chairman, I am here to testify on the same subject that was 
just testified to by the representative of the VFW. And that is the 
question of the elimination from the budget this year of funds for 
three Veterans’ Administration hospitals, ‘the replacement hospitals 
for Washington, D. C., Cleveland, Ohio, and Oakland, Calif. 

The figures that were submitted by the Veterans’ Administration to 
the Budget Bureau this year were for hospital and domiciliary facil- 
ities, $114,516, 000. The Budget Bureau cut that figure from that sum 
to $50 million, and in the process of doing so the Budget Bureau 
eliminated all construction funds for 3 out of the original 5 hospitals 
that were included in the $114 million figure. They eliminated all 
construction funds for the replacement hospital at Washington, D. C., 
all construction funds for the replacement hospital at Cleveland, 
Ohio, and all construction funds for the hospital to replace the hospital 
at Oakland, Calif. And they left in the two hospitals at Jackson, 
Miss., and Nashville, Tenn. 
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| Now, I have gone into this quite carefully with the Veterans’ Ad- 
a} ministration, and sat in yesterday on a hearing held by the Veterans’ 
i Affairs Committee with the Veterans’ Administration, at which the 
;| general hospital program countrywide for the Veterans’ Administra- 
1 tion was discussed. During that hearing the question was asked of 
Colonel Edgar, the Deputy Administrator for Construction of the 
Veterans’ Administration, as to whether there would be a delay in 
construction as a result of this action by the Budget Bureau. He 
said there would be a delay of a year in the construction of these 
| hospitals as the result of that. 

| Now, Mrs. Bolton and DeWitt Hyde and I submitted a joint re- 
[ quest for opportunity to appear before this committee. Mrs. Bolton, 
i 1 understand, has sent over a statement, because she is getting re ady 













now to leave for Africa in connection with the trip that she has been 
| authorized to take, and she told me just a half an hour ago she would 
| not be able to come. But she has submitted a statement. 


















STATEMENT 





OF HON. FRANCES P. BOLTON, A REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF OHIO 
















Mr. THomas. We have a letter from our delightful and charming 
friend, Mrs. Bolton, on the same subject, and we are going to insert 
it in the record at this point. 

(The statement of Hon. Frances P. Bolton, a Representative in 
Congress from the State of Ohio, is as follows:) 
CONGRESS OF THE UNITED STATES, 


House oF Pare saci ATIVES, 
Washington, D. C., February 19, 1957. 





















Hon, ALBERT THOMAs, 
Chairman, Subcommittee on Independent Offices, Appropriations, 
Committee on Appropriations, House of Representatives, 
Washington, D. C. 

My Dear CoLLeacueE: Regretting that I now find I will not be able to appear 
personally before your subcommittee to discuss the matter of appropriations for 
Veterans’ Administration hospitals, I ask that you accept this letter as my state- 
ment. 

According to the information I have received, funds for construction of new 
Veterans’ Administration hospitals at Cleveland, Ohio; Oakland, Calif,; and 
Washington, D. C.; were eliminated from the fiscal year 1958 budget in accordance 
with the administration’s policy of trying to check inflation by deferring con- 
struction which can appropriately be put off until a later date. While I am very 
much insympathy with the President’s desire to hold down inflation, I am wonder- 
ing what firm assurance we might have that the money will be forthcoming in 
another year. 

In view of the fact that the full sum requested for the 2 remaining VA hospitals 
(Jackson, Miss., and Nashville, Tenn.) most likely will not be spent in the coming 
fiscal year, would it not seem to be the better part of widsom to distribute the 
amount proportionately among all 5 VA hospitals? Additional sums would then 
be appropriated next year as the work progresses. This is just a thought. 

Thanking you for what I know will be your most thoughtful and earnest con- 
sideration of this matter, I am 

Sincerely yours, 
FRANCES P. BoLTton. 

Mr. Tuomas. Mrs. Bolton has been before this committee on more 
than one occasion. She certainly has carried a lot of wood and water 
for.the program, and she deserves a lot of credit. She can’t be here 


today, but she has already discussed this matter with the committee 
in advance. 
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Mr. Batpwin. The point we would like to make in our recommenda- 
tion is that instead of picking and choosing between 5 hospitals and 
providing full construction funds for 2 and none for the other 3 
that equal treatment be given for the ! 

A question also was asked of Colonel Edgar yesterday as to the 
stage of planning of all these five hospitals. He said the stage of 
planning for all five was the same. He estimated there would be 
another 12 months in the planning and architectural design stage. 
So that somewhere about a year from now, in the spring of 1958, all 
five hospitals’ plans will be ready to go out for bids. 

The $50 million that is specifically restricted to 2 hospitals cannot 
possibly be used for those 2 hospitals during the time from the spring 
of 1958 and June 30, 1958, because when he was asked yesterday 
how long it would take to build these hospitals he said 2 to 2% years. 
So the $50 million that is in there restricted to 2 hospitals can’t 
possibly actually be expended in the period from the spring of 1958 
to June 30, 1958, and large parts of it will have to be held over to be 
expended over a period of 2 years following, as those hospitals are 
built. 

But the effect of this restriction is that the other three hospitals 
can’t go out to eall for bids at the time they are ready to do so. 

All we are asking is, can’t we treat all these 5 hospitals, all of which 
are authorized, all of which are recognized as needed by the Congress 
by previous authorizations, and a minimum of a million dollars each 
has already been appropriated for all 5 hospitals i in previous years for 
architectural design and planning, can’t we just allocate and treat 
all these 5 hospitals equal? In other words, the same $50 million 
could be reallocated, we will say, $10 million allocated for each of the 
5 hospitals, and that would be adquate funds for the amount that 
would actually be expended in construction for any 1 of the 5, from the 
time they get to the call for bids sometime in the spring of 1958 until 
June 30, 1958, and it would mean that they all could go out for bids at 
that time, and there would be adequate funds for construction. 

So, No. 1, we would like to recommend for consideration to the 
committee that vou give equal consideration to all 5 hospitals, and 
simply provide that of the $50 million, $10 million would be appor- 
tioned to each, so that each can go ahead and get into construction 
when the plans are ready. 

Now, if for any reason the committee doesn’t feel, for some reason 
unknown to us, that they could do that, then I would like to recom- 
mend for the consideration of the committee that you at least restore 
a portion of this cut, this $64 million cut. If you would restore 
$15 million of it, and provide $5 million each of the 3 remaining 
hospitals, the replacement hospital for Oakland, the replacement 
hospital for Cleveland, and the replacement hospital for Washington, 
that would be adequate for the remainder of the fiscal year 1958 from 
the time the call for bids is issued. 

The only argument I can see is that you have to have a full sum 
available before you issue a call for bids. But that is not done for 
reclamation projects; they are built over a series of years, and you 
appropriate each year the sum ‘that is required for that particular 
vear. If the dam is built over 7 years, you don’t appropriate the 
full sum for 7 years. A year ago we appropriated a portion of a sum 
for a new House Office Building. So if it is done in those cases by 
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the Appropriations Committee, I don’t see any reasou why the same 
thing can’t be done in this case. And that is what we are 
recommending. 

All these 5 replacement hospitals are recognized as being badly 
needed, and it doesn’t seem fair to discriminate against those in the 3 
areas and provide the others with a sum that can’t possibly be used 
in fiseal 1958. 

So we would like to recommend that this committee give considera- 
tion to the problem, and either reallocate the funds or at least increase 
the funds to provide the minimum of, say, $5 million for each of the 
3 hospitals. 

Mr. Yates. Thank you, Mr. Baldwin, for an excellent statement, 

Mr. Batpwin. Thank you. 


VETERANS’ ADMINISTRATION 


WITNESS 


HON. DeWITT S. HYDE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MARYLAND 


Mr. Tuomas. I see one of our colleagues in the House, the Honor- 
able DeWitt Hyde, from the State of Maryland. 

Congressman, won’t you come around and talk with us? 

Mr. Hypx. Thank you, Mr. Chairman and gentlemen of the 
committee. 

I want to apologize, [ was supposed to be down here with Congress- 
man Baldwin of California to speak along on the same subject to 
which he addressed himself to the committee. 

Mr. Yates. You want a hospital in California? 

Mr. Hyper. No, I want one in Maryland. 

As the committee knows, the Bureau of the Budget cut out the 
hospitals from the appropriations this year in Cleveland, Oakland, 
and in Washington. I want to associate myself with the remarks of 
Congressman Baldwin and the Congresswoman from Ohio, Mrs. 
Bolton, in a request to the committee that it consider distributing 
the funds that are now in the budget among the 5 hospitals instead 
of confining the budgetary funds to the 2 hospitals at Nashville and, 
I understand, Jackson, Miss. 

This hospital in which I am interested in the Washington area is the 
hospital to replace the old Mount Alto out here in the northwest part 
of Washington. 

We were given fairly definite assurances—as definite as the chair- 
man of a committee can give on anvthing of this sort—in the debate 
on the floor of the House back in 1954 that this Washington hospital 
would be the next one on the list that the Appropriations Committee 
would seriously consider for funds to replace it. 

At that time, Congressman Broyhil and I, and former Congressman 
Small from Maryland, offered an amendment on the floor of the House 
to put in funds for this hospital. And it was at that time that the 
chairman of the committee, the then chairman of the committee, 
former Congressman Phillips from California, asked us if we would 
withdraw the amendment with the fairly definite assurance that the 
committee would consider this particular item favorably at the next 
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session of Congress. That was two Congresses ago. And we are 
here in a really unique position, I think, of not asking for more money 
to be put into the budget, but for a distribution of those funds that 
are now provided. 

It is our belief that the 2 hospitals that are provided for cannot 
use the $50 million within the next fiscal year, and that money should 
be distributed among the 5 hospitals to enable them to get started, 
and then the balance of the funds for the hospitals would be provided 
in succeeding sessions of Congress. 

I am sure the committee, some of the committee, at least, is familiar 
with this situation out here at Mount Alto in the city of Washington. 
It was a dilapidated building when they first moved the hospital in 
there many, many years ago. And it is even more dilapidated, of 
course, today, and completely inadequate. 

So, Mr. Chairman, if I may, I would like to leave that suggestion 
with the committee and make an urgent plea for the consideration 
of some money for these other hospitals. 

Of course, in my case, I am particularly interested in this one in 
the Washington area. 

Mr. Tuomas. Judge, you can leave anything you want to with us. 
You are a friend of all this committee, and the committee members 
are your personal friends, too. We are delighted to have you here 
and we hope that you can get your hospital started some time. 

Mr. Hyps. Thank you, gentlemen. 


VETERANS’ ADMINISTRATION 


WITNESS 


OMER W. CLARK, NATIONAL DIRECTOR OF LEGISLATION, DIS- 
ABLED AMERICAN VETERANS 


Mr. THomas. We have our old distinguished friend here, Major 
Clark. 

Major Clark, we are delighted to have you. 

Mr. Criarxk. Congressman, I am speaking on the same subject that 
Congressman Hyde just directed your attention to. And some of my 
statements naturally are based upon the information which I acquired 
while with the Veterans’ Administration. 

There are several hospitals now being used by the Veterans’ Admin- 
istration which are badly in need of repair, some of which should be 
entirely abandoned and a new hospital constructed. I think that 
condition is true in Oakland, Calif., Nashville, Tenn., Jackson, Miss., 
Washington, D. C., Cleveland, Ohio, and those hospitals in those 
cities now being used by the Veterans’ Administration are pretty 
much firetraps. The Veterans’ Administration has been very, very 
fortunate. They have never had any serious catastrophes in their 
hospitals that I know of. But if they ever did have a fire in one of 
these old hospitals, and the loss of a lot of lives, not only would the 
organization be criticized, but the Congress would be, the whole 
Nation would be up in arms about the neglect. 

About a year ago a delegation appeared here from Tennessee on 
behalf of the Nashville Hospital, and the Administrator of Veterans’ 
Affairs was present at that time. At the conclusion of the remarks 
made by a representative from Tennessee, the Administrator of 
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Veterans’ Affairs said that he realized the situation was just as pic- 
tured by the man who was doing the talking. He said it would take 
a great deal of money and a lot of time, because the rehabilitation 
program of some of these hospitals could not be accomplished within 
1 fiscal year. He therefore oo that the Congress might. allot a 
sufficient sum of money to enable him to start a rehabilitation program 
of all of these older and less desirable institutions. 

I don’t know whether the Administrator of Veterans’ Affairs agreed 
to this cut or not. I don’t know whether he could spend more than 
$50 million in the next fiscal. year or not. But I do know that these 
five institutions should be abandoned and new ones built ‘as soon:as 
possible. I think they are a disgrace to the Government, they are a 
hazard to the veteran patients. And they are very costly from the 
standpoint of operation. The per diem cost in these old hospitals is 
much higher than it should be. 

I am willing to rest my case on that. 

Mr. THomas. Your last three sentences are very pointed. 

Mr. Ciark. It is a pleasure to be back with you again. 

Mr. Toomas. We always like to have you. 


VETERANS’ ADMINISTRATION 


WITNESS 
ROBERT ALLEN, WASHINGTON, D. C. 


Mr. Tuomas. Gentlemen of the committee, I invited my friend, 
Bob Allen, to come by and talk with us. Bob has done as much or 
more than perhaps all of us put together in prosthetic devices for the 
veterans. He is an expert in it, and has worked on it long and hard. 

We are delighted, Bob, that you could take time out to come by and 
give us a statement. 

Mr. ALLEN. You are very gracious and generous, Mr. Chairman and 
gentlemen. I would just take a few moments. I want to thank you 
again for all you have done for the program. 

The problem I would like to take a few moments to discuss with you 
does not involve more funds. Our budget has been about the same 
for the last few years, about $800,000, and in fact, this year we are 
budgeted for slightly less than that. 

Our problem involves one of the most efficient and productive use 
of ourmoney. And that arises from a ruling from the Budget Bureau 
quite suddenly and out of the blue which requires the expenditure of 
these research funds within 1 fiscal year. 

All through these years this program has been going on in artificial 
limbs it has been essential to program certain items over a long period 
of time. You gentlemen have made possible through the continued 
support of this program the key factor for our official limb develop- 
ment, and that is the continuity. 

This program has developed a small group of technicians and 
experts who are sort of miracle people—none of them are geniuses, 
but they have developed a facility for just making things operate 
where there is nothing. 

Mr. Tuomas. Mr. Allen, would you yield right there? 

Mr. ALLEN. Yes, sir. 

Mr. Tuomas. Gentlemen, what Mr. Allen is saying to us, is that 
we ought to make these 2-year funds rather than 1-year funds for 
research and development. Is there objection? 
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Mr. Yates. No. 

Mr. Bouanp. I certainly favor it. 

Mr. Tuomas. It is done. Bob, will you tell us about some of the 
good outstanding things the Unit ‘has done. 

Mr. Auuen. I have here, in one instance, a new elbow, a mechanical 
elbow that you loosen and lock just by a twitch. Now, an amputee 
above the elbow, you can’t use this hook unless you lock that elbow. 
You might say, my elbow doesn’t have a lock, it does, it is up, you 
have to put it in. this artificial thing. The crux of the thing is to 
put it in there so that it doesn’t become a thousand pounds after 
you have worn it a few hours, because everything that you hang on 
that stump becomes intensified as the day goes on. 

For instance, when I was discharged from Walter Reed they gave 
me an arm which cost the Government $527 then—that was 10 years 
ago—which would be now, what, $1,500? That was the best arm 
that Uncle Sam could buy. And it had a hand that was called a 
miraculous hand. And the only thing that was miraculous about it 
was how they unloaded it on the Government, because there wasn’t 
anything else miraculous about it, because it was made out of alumi- 
num, and it weighed a pound and a quarter when you put it on, and 
a ton and a quarter after a few hours. 

I have a hook here that weighs 5 ounces, and it is infinitely more 
proficient than that hand, and it works with springs. 

Now, this lock which I have had on now for about 5 months has 
never had a breakdown. That is the big struggle. They have been 
working on that for years. They have made a ‘breakthrough. I am 
guinea-pigging it. There are some others that are guinea-pigging it. 
You couldn’t do that on.a 12-months’ basis. It has to be extended. 
Now, supposing something develops on this thing, some little cog, or 
some breakdown, the ‘y have to go on from there. And it all gets 
down to just a few words, gentlemen, as the chairman said, if I may 
just insert here, that Public Law 729 shall, as provided in that act: 

“remain available until expended,” so our funds will remain available 
until expended. 

We have been awfully careful about the money. And we haven't 
spent any money for anything beyond what has gone right into this 
thing. We have a little group of people, not over 8 or 10 or a dozen, 
and they are really miraculous technicians. And this spring we are 
going to put on a show here on the Hill in which we are going to show 
some of these things. 

Mr. Tuomas. What is the doctor’s name who is head of the New 
York office? 

Mr. Auuen. Dr. Rusk. 

Mr. Tuomas. He is a genius. 

Mr. ALLEN. He is. They have some others, Dr. Clopstick—they 
are like these people, these cryptographers, you don’t know what they 
are doing, but they are doing it. They have got a new cable which is 
made out of something, it isn’t made out of wire, it is made out of 
nylon. It is fantastic. You see, these things take a terrific pressure. 
I am throwing this around all the time, I open and close it a thousand 
times a day. Here isa cable made out of nylon. It looks like metal, 
but it is not. I have had that cable about—-Well, I put it on just 
before Christmas, and it is still there. 
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Mr. Yarrs. You said that your arm cost $527 when you walked 
out of Walter Reed? 

Mr. ALLEN. Yes, sir. 

Mr. Yates. Have you any idea of what this one cost? 

Mr. Auten. Of course, out at Walter Reed they are making this, 
down at the hanger, I don’t know, but out at Walter Reed it costs the 
Government about $68. And this is a bucket—I haven’t had a new 
bucket, as I recall it, for 2 years, all this is hanging on this old bucket, 
which is pliable and malleable. It is just fabulous. 

In 1945 or 1946 when they gave me that $527 arm, this miracle 
hand was operated by rubber bands. At that time we had knocked 
off Hiroshima with an atomic bomb and wiped out 75,000 people 
with one blow, but all they could give a guy that had lost an arm or a 
hand was a rubber band. But now they have this new thing. You 
could make a book with string. The problem is always weight, 
because every ounce you hang on this in the morning becomes a pound 
and then a ton by evening. 

Mr. Bouanp. The original arm wasn’t developed by the Govern- 
ment—this was developed by private resources? 

Mr. Auten. That is right. Now, all of this stuff is available to 
private industry. There isno patent. Itisallavailable. You notice 
these pictures of these youngsters? That is all Government stuff. 
The arm they gave me was made out of leather and metal; they didn’t 
use plastics. And after about 3 months it smelled like a saddlery. 
And the stuff began to rot on you. And I have a very simple harness 
made out of—well, it isn’t nylon; it is something else—it 1s perspira- 
tion-resistant and moisture-resistant. I have had this same arm 
about 14 months, all through last summer. And it is just a simple 
little brace across here, where you used to have loops under here and 
loops under there, they used to really lash you up. 

They would spend all this money on a veteran amputee, and you 
had to go through certain training out at the hospitals, and once 
they got away from you they threw the thing in a corner. 

Mr. Tomas. You were wonderful, and thank you a million for 
coming by. Thank you for your advice and we will follow it, you 
needn’t worry. 


Frperau Civit Derense ADMINISTRATION 


WITNESS 
GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE, AFL-CIO 


Mr. Tuomas. We have the pleasure of having with us Mr. George D. 
Riley, the legislative representative of the AFL-CIO. He wants to 
make a statement before the committee, and we are delighted to have 
him. 

Do you have a statement you want to summarize for us? 

Mr. Riuey. Yes, I would like to do that. 

The AFL-CIO has taken a deep interest in the advancement of 
civil-defense preparation ever since its inception. We are a little taken 
back that they haven’t moved as we thought they should. We have . 
the manpower and the skills always ready to do the cleanup job and 
the training job, and that sort of thing. But there doesn’t seem to 
be the facilities to operate with. 
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Now, what is the cause of that? I don’t know. I wouldn’t be able 
to place any blame. 

We rated the education program as No. 1 in importance, and that 
takes in the training program, too. No. 2, we would say, is the medi- 
cal program. And if I might just read the last part of it here in 
summary: 


We note the rising trend toward economy in Government. We wish to restate 
our firm conviction that this budget is modest considering the program it supports. 
It is our earnest hope that you will give careful consideration to this appropriation 
and grant the $130 million requested. 

And, as a final footnote to the above, I note that Pravda claims the Communists 
say they have something more destructive to drop on us than H-bombs, 


(The prepared statement of George D. Riley, legislative represent- 
ative, AFL-CIO, is as follows:) 


STATEMENT OF GEorGE D. Ritey, LecistaTivE REPRESENTATIVE, AFL-CIO, 
BEFORE THE Hovust APPROPRIATIONS COMMITTEE ON Civit DEFENSE APPRO- 
PRIATIONS, FEBRUARY 26, 1957 


The AFL-CLO has hoped for a greater degree of progress in regard to civil 
defense preparations. 

While we recognize that many Federal, State, and local officials have exerted 
their utmost to perform a creditable job, we feel nevertheless that they have been 
working under serious handicaps. 

In the last several years, we have felt that there has been little more than 
wishfulness in the vital cause of civil defense rather than actual serious attention. 
As a result, the AFL-CIO is keenly disappointed with the degree of readiness 
achieved by our civil defense organization. 

A major reason for this lack of preparation seems to be the very cumbersome 
ee machinery which was written into the Federal Civil Defense Act 
0 ; 

The budget presently being considered by this committee asking for $130 million 
is a modest one when the whole undertaking is considered. 

Our membership has advised us of the work civil defense has done in the recent 
floods, hurricanes, and tornadoes. In fact, many of our members have parti- 
cipated—members some of whom were trained in civil defense procedures at civil 
defense training centers. 

EVALUATING THE DANGER 


We are told daily that Soviet Russia has the ee of waging a nuclear 


attack upon the United States. We are also told the ICBM will change the whole 
concept of war and that with each advance in modern weapons the present warning 
time is being cut shorter. 

When these facts are understood and evaluated we then have two bulwarks 
against this threat—our military defense and our civil defense, one complement- 
ing the other. 

e spend billions on our military defense and rightly so. We regard civil 
defense as national defense, but it appears largely inoperative for lack of funds 
ample to plan, train, and stockpile equipment for an organization which the 
President says ‘“‘is an important deterrent against an attack on our country,’ an 
organization which Congress itself brought into being. 


EDUCATION NEEDED 


A simple answer to the why is that the people of the United States have shown 
a marked indifference to civil defense. his head-in-the-sand apathy then be- 
comes a challenge to those who do see the problem and want to see something done. 

Putting first things first, an intensive program of education is called for. This 
program will have to use all known media to take the problem to the people. 
At their places of worship, on their jobs, and in their homes. We can and must 
make the people of the United States realize the importance of civil defense and 
in this realization will come the knowledge of their responsibility to civil defense. 

Considering this, $8 million is a small price to pay for an educational program 
and is dwarfed when compared with the money spent in the United States to 
advertise any one of a hundred items from soap to automobiles. 
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TRAINING PROGRAM 


The training of leaders and workers is important, but we must put the tools 
into the hands of the workers if we are to continue in a logical and orderly fashion, 
Part of these will be provided in the matching-funds program which this year 
asks for $17 million and part will be provided in the stockpiling of emergency 
supplies and equipment which asks for $75 million. 

Matching funds not only make certain equipment available to the States, but 
cover a training program and the construction of control centers and training 
centers. The ARL-C1O endorsed an expanded program of rescue training, This 
program is particularly suited to the skills and capabilities of a large percentage 
of our national and international organizations, 

If we may take just one phase of the educational program, one we are particu- 
larly suited to:'comment on, rescue training * * * 

An organized labor rescue program could be developed to recruit, train, and 
equip a minimum of 200,000 skilled workers over a period of 3 years and a replace- 
ment quota of 10 percent could be included as part of the program. This program 
could be founded upon volunteers from the membership of organized labor, now 
estimated at 20 million. Of this total a large percentage are workers in industrial 
plants who have an aptitude for rescue training. This would mean that only 
1 percent of the total membership would be used in the program, leaving an 
ample reserve from which to draw future needs. 

The only cost would be for the time spent by an employee on actual rescue 
training. Workmen’s compensation could be extended to cover this training. 


AVAILABLE SOURCES 


The problem of recruiting, training, and equipping a minimum civil defense 
rescue service, or any service for that matter, requires a solution that is realistic, 

To the AFL-CIO, it is realistic to assume that within our ranks there will be 
found the skills and training necessary for such services as rescue, fire, welfare, 
police, communications, to name only a few. 

We feel that until this available source is tapped in a realistic manner, trained 
and organized into the respective services, valuable time, money, and efficiency 
is being wasted, We offer a source and an established framework to reach that 


source. We say to you, take this manpower pool and coordinate it into a strong 
civil defense. 

Additional training centers requested in this appropriation are urgently needed 
for these operations. 


SLOW PROGRESS IN MEDICAL FIELD 


Progress, though painfully slow in some fields of civil defense, can certainly be 
noted in the medical field. $62 million is asked for medical supplies and equip- 
ment, of this amount $42,250,000 is requested for emergency hospitals and for- 
ward-treatment centers. 

Two logisties exercises held last year brought about a reappraisal of the medical 
needs and operations in event.of a nuclear attack. These conclusions were arrived 
at by leading medical authorities of the United States. 

Briefly, medical authorities are agreed that the size of weapons now available 
means the majority of existing hospital facilities in metropolitan areas will be 
knocked out—therefore the need of civil defense emergency hospitals. 

The reappraisal further pointed up the necessity of establishing a three-echelon 
system consisting of collecting points for casualties where first aid will be rendered, 
forward-treatment areas for limited surgery, splinting, arresting hemorrhages, 
dressing, and emergency hospitals with more complete and definitive care equip- 
ment. The cost of definitive hospitals is estimated at $35,000 each and the cost 
of the treatment centers is estimated at $10,000 each. 


ENDORSEMENT OF AUTHORITIES AND PUBLIC 


The striped exhibit model of the emergency hospital has been used three times 
at labor conventions and the union industry show. The people who have seen 
this exhibit number several hundred thousands and an overwhelming percentage 
have expressed their satisfaction and approval of a civil defense program that 
incorporates the use of this type of equipment; so you have not only endorsement 
by leading authorities but also endorsement from the man in the street who asso- 
ciates civil defense hospitals with his everyday life. 





833 


The delegated authority program calls for $6,300,000. These delegations of 
authority are essential and follow closely the mandates of Congress to eliminate 
duplication. 

The planning and programing being done and to be done by the delegated 
agencies places in the hands of established experts that part of the national civil 
defense program with which they are most qualified to work because of their 
experience. 

CONCLUSION 


Mr. Chairman, we note the rising trend toward economy in Government. We 
wish to restate our firm conviction that this budget is modest considering the 
program it supports. It is our earnest hope that you will give careful considera- 
tion to this appropriation and grant the $130 million requested. 

And, as a final footnote to the above, I note that Pravda claims the Com- 
munists say they have something more destructive to drop on us than H-bombs., 

Mr. Tuomas. You are nice to take time out to give us your advice. 
You are always welcome. Come back and see us any time you are 
around. 

VETERANS’ ADMINISTRATION 


WITNESSES 


ROBERT M. McCURDY, CHAIRMAN, NATIONAL REHABILITATION 
COMMISSION 

MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLATIVE COM- 
MISSION 

T. O. KRAABEL, DIRECTOR, NATIONAL REHABILITATION COM- 
MISSION 

DR. HYMAN D. SHAPIRO, SENIOR MEDICAL CONSULTANT, NA- 
TIONAL REHABILITATION COMMISSION 

EDWARD McGRAIL, CHIEF, INFORMATION AND RESEARCH, NA- 
TIONAL REHABILITATION COMMISSION 

BERTRAM G. DAVIS, LEGISLATIVE REPRESENTATIVE, NATIONAL 
LEGISLATIVE COMMISSION 

HOWARD W. WATTS, STATE ADJUTANT, DEPARTMENT OF 
INDIANA, DISABLED AMERICAN VETERANS 

NIEL R. ALLEN, CHAIRMAN, NATIONAL CIVIL DEFENSE COMMITTEE 

GRANVILLE S. RIDLEY, CHAIRMAN, NATIONAL SECURITY TRAIN- 
ING COMMITTEE 


Mr. Toomas. Now we will hear the American Legion representa- 
tives. We would like to have somebody from the American Legion 
summarize this thing and present it for us. 

Mr. Kennepy. I would be glad to, Mr. Chairman. 

My name is Miles D. Kennedy. Iam the national legislative direc- 
tor of the American Legion. 

And I want to thank you on behalf of our organization, Mr. Chair- 
man and gentlemen of the subcommittee, for permitting us to appear 
before you this afternoon. 

I have given Mr. Kraabel a list of our people that are here, and I 
respectfully request that their names be incorporated in the record. 

Mr. Tuomas. We will incorporate their names and titles in the 
record. 

Mr. Kennepy. First of all, I would like to call upon Mr. Kraabel, 
who will talk on the Veterans’ Administration budget, and also on 
the problem of the hospital construction program. Mr. Kraabel, 











834 


Mr. Chairman and gentlemen of this subcommittee, has prepared a 
statement which, with your permission, I would like to have incor- 
porated in full in the record. 

(The statement of Mr. T. O. Kraabel, director, national rehabilita- 
tion commission, the American Legion is as follows:) 


STaTEMENT BY T. O. KraaBet, Director, NatioNaL REHABILITATION Com- 
MIssioN, THE AMERICAN LeGion, BerorE THE Houss SUBCOMMITTEE ON 
APPROPRIATIONS IN CoNNECTION WiTH HEARINGS ON INDEPENDENT OFFIcEs, 
Fresruary 26, 1957 


FOREWORD 


Mr. Chairman and members of the subcommittee, the opportunity to appear 
before this House Subcommittee on Appropriations is very much appreciated 
by the American Legion. 

We are very much aware of the efforts that are and have been exerted in some 
quarters over the past few years to curtail a substantial portion of our veteran 
programs. The American Legion is unalterably opposed to any proposition 
which will reduce or otherwise curtail any benefits or services now being received 
or rendered to our former comrades in arms, their widows or orphans. 

Because the American Legion traditionally has had a keen interest in appro- 
priations for veterans affairs, we should like to present the following proposals 
to this subcommittee for earnest deliberation. It is our conviction that the 
funds we seek in order that these various proposals be carried to fruition are 
worthy indeed of your careful consideration. 


ENLARGEMENT OF VA FACILITIES TO CARE FOR DISABLED WAR VETERANS 


The following comments are made in connection with resolution 49 (attached) 
which was approved by the 1956 National Convention of the American Legion. 

This resolution covers much of the discussion that is centered in the organiza- 
tion’s other hospitalization resolution, No. 58. We hope both expressions receive 
the attention of the Appropriations Committee. While the import of the two 
statements of policy is concerned with the need to provide funds to secure 
maximum utilization of existing Veterans’ Administration facilities, it may be 
said that No. 49 gives more emphasis to the need to provide the funds that will 
give maximum support to the VA’s Department of Medicine and Surgery in 
treating the mentally ill. 

VA’s treatment of this group of disabled war veterans has demonstrated the 
fact that far better results may be secured in treating the mentally ill when such 
patients come under medical and hospital care at the earliest period in the onset 
of such sickness. For patients who are reached by early treatment, the probability 
of recovery and return to life outside the hospital walls is far greater. Conse- 
quently, there is need to increase the bed space for early and intensive treatment 
of those applying for care for such disorders. 

Within the past 2 years VA’s doctors have been moving patients who no longer 
benefit from this form of treatment out of the mental hospitals and into the long- 
term wards in general medical and surgical hospitals. Such a program benefits 
all VA patients in three ways. First, it has been shown that this type of patient 
reacts favorably to the environment of general hospital care and consideration. 
Second, the load in the mental hospitals is lightened. Third, lightening of this 
load permits the admission of more new mental patients to the hospitals for treat- 
ment of mental disability at an early stage in the development of such disabilities. 

Thus far VA has succeeded in finding space for about 1,700 patients in this 
transfer program. This is the equivalent of adding 8.5 new 200-bed hospitals 
without the necessity for new capital outlay in the construction of such hospitals. 

- There is another phase of treatment of the mentally disabled which should call 
for consideration by the Appropriations Committee. There probably are 5,000 
hospitalized war veterans who could be discharged from the hospitals if there 
were a place for them in the community. VA’s social workers are constantly 
trying to arrange matters so that this patient or that patient may be located in a 
nonhospital environment. This is a tremendously difficult task. If all other 
difficulties were resolved, then there remains the problem of giving such patients 
sufficient income to pay for their living expenses outside the hospital. This situa- 
tion is a pertinent factor in the advocacy of the American Legion to adjust upwards 
compensation awards for service-connected disabilities, and the pension awards 
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for the nonservice totally disabled, including the special awards for the blind or 
those in need of aid and attendance. 

In non VA hospital programs supported by the Federal Government there is 

resently a provision for the creation of institutions for the aging to be operated 
in connection with existing hospital facilities. It is probable that the Budget 
Bureau would look with disfavor at the thought of providing similar facilities 
in connection with already existing established VA hospitals, Yet there is no 
question that the need for such institutions within the VA hospital system is at 
least as great as it is in the non-VA hospital system of the country. The American 
Legion is sincere in its belief that the Congress should give its own attention to 
this matter and provide the dynamic type of attention that such an expansion 
program entails. This could be considered a not-so-radical expansion of the VA 
domiciliary care program. And for the long-term mental patient ready for dis- 
charge from the hospital such a transitional type of care would provide another 
step in the process of return to the community. 


HOSPITALIZATION FOR NON-SERVICE-CONNECTED DISABILITIES 


The following comments are made in connection with Resolution 58 (attached) 
which was approved by the 1956 National Convention of the American Legion: 

The American Legion has restated its policy with regard to the provision of 
medical and hospital care for those veterans who have reached that condition in 
life where they are sick, or disabled, or sick and disabled, and do not have the means 
to provide medical and hospital care other than that provided in the existing pro- 
gram operated by Veterans’ Administration. 

There is nothing new or radical in the American Legion’s statement of policy 
covering this program. Medical care for war veterans goes back to antiquity. 
= iy times, such programs probably are related to the Chelsea Hospital in 

ngland. 

here are varying degrees of eligibility, with the highest priority being given 
to those suffering service disablements. Many of the service disabled are given 
care for nonservice disablements. Some war veterans (vide, those of the Spanish- 
American military efforts) are given service-disabled eligibility by statute. Many 
are hospitalized on a nonservice basis because of inability to produce proper proof 
of the origin of their sickness or disability. 

Aside from recognition of the war veteran as a distinct and special class of 
citizen deserving of medical and hospital care when he is not in possession of 
means to secure such care elsewhere, there is some recognition of the fact that 
such veterans would be a burden on the facilities available to the general popula- 
tion if VA facilities were not used for such care. 

The Congress is well aware of the fact that more than 64 percent of the beds 
in the 173 VA hospitals were for the use of the mental and tuberculous patients 
at the end of October 1956. For most of such types of patients there does not 
exist a system of treatment comparable to that in the VA system. 

The program came under exhaustive review through the Kearney subcommittee 
of the House Veterans’ Affairs Committee in 1953. All known representative 
witnesses, both pro and con, and in and out of the Government, expressed their 
views before the Kearney subcommittee. 

As a result of the Kearney subcommittee investigation, the House Veterans’ 
Affairs Committee issued a resolution (March 24, 1954) in which it expressed the 
conviction that a new admissions policy had been put in effect by VA and until 
the results of such a change were determined, no new legislation should be con- 
sidered. The committee expressed its approval of continuance of the non-service- 
connected mental and tubercular veterans’ hospital program, and said that other 
groups of non-service-connected should be hospitalized as in the past where the 
veteran does not have the ability to pay for private hospitalization. 

As of October 31, 1956, the rated bed capacity of the VA’s 173 hospitals was 
about 129,000. The operating bed capacity was about 121,526, and the beds in 
use amounted to about 111,479. 

One purpose of the American Legion’s Resolution 58 is to close the gap be- 
tween the number of beds being used and the rated capacity. That gap totals 
something like 17,521 beds. In quantity that amounts to the same thing as 
building 35 new 500-bed hospitals. 

The American Legion is aware of the fact that organized medicine opposes the 
care of the non-service-connected in VA hospitals. Organized medicine, in 
general opposes any medical program which it does not control, probably because 
it wants the income accruing from medical and hospital care to flow exclusively 
to private practice, and also because of the fear of state or socialized medicine. 
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The American Legion considers the cost of care of war veterans as a delayed 
cost of war and that veteran hospitalization is no more socialized than is war itself, 

There are collateral benefits flowing to the general population as a result of 
the VA program of care for the service-connected and the non-service-connected, 
Many of the VA hospitals are affiliated with medical schools. To the degree of 
such affiliation the training of all doctors is furthered and enhanced. 

The veteran population treated in such VA hospitals provides the largest avail- 
able group for statistical study and development of medical research. As the 
VA program for tuberculosis diagnosis and treatment has provided better care for 
all tubereulars, so will other research programs in the VA affect the general popula- 
tion favorably in other medical fields. This is particularly true in the field of 
mental health, where the VA statistical controls are better than those found else- 
where. And this is a field where all resources of official and private medicine 
are taking steps to counteract the effects of all mental maladies. In the training 
of personnel for neuropsychiatric care, VA leads the way. This is a training 
program which was advocated by the American Legion’s national rehabilitation 
commission. 

It should not be forgotten that the veteran population (about January 1, 1956) 
amounted to about 23 percent of the total male population in the 55 and up age 
group. The Appropriations Committee is well aware of the intense effort that is 
being conducted by the Federal and State Governments, and by nonofficial groups, 
to do something about care of the aging. By a slight expansion of bed capacity 
in already going hospitals, the Federal Government can move far toward caring 
for the needs of this considerable segment of the aging population. 

The American Legion is not unaware of the public clamor that has arisen over 
the alleged abuses of the privilege of non-service-connected hospitalization in VA 
facilities. ‘The American Legion does not condone such abuses. As late as 
December 12, 1956, the American Legion national rehabilitation commission 
issued Special Circular No, 46 (attached) dealing with the subject of veterans 
hospitalization. In that circular the American Legion called upon all represen- 
tatives of the organization to exert every effort to staying strictly within the limits 
of the law and the regulations. 

While the American Legion does not condone alleged abuses of the privilege of 
hospitalization, it does recognize the frailties of human nature. The small per- 
centage of alleged abuses among those seeking VA hospitalization is no different 
from the small percentage of the general population which violates some other law 
or regulation. We do not abolish police departments because there are law 
violators. Neither should we condemn the VA Department of Medicine and 
Surgery because there are a few who abuse its laws and regulations. 

There are fields in which the Federal Government and State governments are 
expending vast sums to increase the bed capacity of non-VA hospitals, presumably 
so that better medical and hospital care may flow to the general population. To 
the extent that existing hospitals in the VA are used in a degree nearer their 
rated capacity, the need for such programs and the expenditure of funds for 
new institutions will be lessened. 

The American Legion was heartened by the action of the 84th Congress in 
increasing the amount of funds necessary to put all of the VA’s hospitals in first- 
class repair. It is a part of the meaning of Resolution No, 58, to. indicate the 
need for a continuance of this excellent program. In fact, that is one means 
of closing the gap between the rated number of VA beds, the operating number, 
and the number being used. 


FEDERAL AID FOR CONSTRUCTION AND IMPROVEMENTS AT STATE OR TERRITORIAL 
HOMES 





Attached is copy of Resolution 97, approved by the 1956 National Convention 
of the American Legion, on the subject, Federal Aid for Construction and Improve- 
ments at State or Territorial Veterans’ Homes. 

In this resolution our organization has adopted a policy of seeking an appro- 
riation for Federal funds to be used in a Federal-State expenditure on a matching 
asis. 

The bill which has been prepared by our organization is similar in text to 

H. R. 4446, 84th Congress, and other similar bills of that Congress. 

This proposed legislation has a bearing on the future of the Federal program 

to support State soldiers’ homes. Such homes, under varying titles and conditions 


1 See New York Times article, December 23, 1956, VA Tests May Cut TB Infection Rate. 
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of eligibility, have been recognized by the Federal:Government for almost a 
century. At present the Federal Government matches the expenditure of State 
funds in such homes on the basis of paying half the expenditure by the State up to 
a@ maximum of $700 a year for each eligible resident. 

Your committee took no action on this type of proposal in the 84th Congress 
beyond the collection of information and the hearing of witneeses on the subject 
covered. 

We are appearing at this time to support actively the proposal as outlined in 
the pending bill. 

It appears to us that the report of the Administrator of Veterans’ Affairs 
(January 24, 1956) fails to consider some of the primary factors contained in the 
proposed legislation. 

In partial support of our position, we offer the following: 

1. There is a growing concern for the care of the aging. The Council of State 
Governments, the Governors’ Conference, the President’s Commission on Care of 
the Aging, the Senate Labor and Public Welfare Committee, the Commission on 
Chronic [liness, and many other official and nonofficial groups are expending a 
major effort to produce a program, or programs, that will improve the care of 
the aging. Veterans’ Administration is a party to an active participant in the 
search for the proper solution of the problems facing the Federal and State 
governments in this field. 

2. Without in any sense disparaging the statement of the Administrator of 
Veterans’ Affairs referred to above, it seems that his comment upon proposed 
legislation dealing with Federal support of State soldiers’ homes is almost wholly 
within the legalistic and technical phases of the discussion. In this instance, the 
Administrator does not appear to have considered the part that he and the agency 
he heads are playing in the field of medicine and surgery and other fields as an 
active member of the President’s Committee on Care of the Aging. 

3. The principle of Federal-State matching of funds in the provision of hospitals, 
rehabilitation centers, nursing homes is already established in the Hill-Burton 
program. The American Legion is of the conviction that this principle would 
not be violated by authorizing the appropriation of a limited sum to make it 
possible for the States to meet the problem through Federal-State matching of 
funds in this area. The formula may be different as to details but those are 
matters that your committee can give special care and resolve in your official 
capacity. 

4. As of about January 1, 1956, the veteran 55 years of age and upward was 
about 23 percent of the male population in that age bracket. To us, it seems 
logical that if limited support is given the States in increasing and improving 
their soldiers’ home programs then the Nation will have gone a long way in 
meeting the problems of the aging. 

5. There is no question that the need exists. If any question remains un- 
answered in this field then it appears that the Administrator of Veterans’ Affairs 
could be authorized to make the determination on this question at the time any 
State government applied for Federal funds in such a program. 

6. It would not seem necessary to point out that the Federal assistance to be 
employed in this proposed legislation would provide an incentive for the individual 
States to share in the care of the aging to a greater extent than is now being lone. 
It is entirely consistent to discuss this proposal on the basis that it would provide 
an expansion of the existing Veterans’ Administration domiciliary system with 
such liberalizations as the States might want to bring into the program, without 
in any sense violating the eligibility for admission of the existing structure of 
Federal or State domiciliaries and soldiers’ homes. 

For these and other reasons that will appear to members of your committee, 
the American Legion is hopeful that your committee will give favorable considera- 
tion to this bill. 


APPOINTMENTS TO BOARD OF VETERANS APPEALS AND TRAVELING SECTIONS 


The 1956 National Convention of the American Legion approved two resolu- 
tions—Nos. 466 and 467—pertaining to the Board of Veterans Appeals of the 
Veterans’ Administration. They are attached and form a part of this statement. 

These two formal expressions carry four proposals, as follows: 

1. That there be no political appointments to the Board of Veterans Appeals. 

2. That the merit system be used in promoting VA employees to positions on the 
Board of Veterans Appeals. 

3. That sufficient funds be given the Board for adequate staffing. 
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4. That adequate appropriations be provided by the Congress so that the Board 
of Veterans Appeals can hold hearings on appeals by traveling sections, to enable 
claimants to appear in person before members of the Board of Veterans Appeals, 
accompanied by accredited representatives of veterans organizations. 


Proposals 1 and 2 


It is recognized that Public Law 2, 73d Congress, empowered the President of 
the United States to have final approval of all appointments of new members to 
the Board of Veterans Appeals, including the chairman and the vice chairman, 
Accordingly, the Executive Office of the President may exert a considerable in- 
fluence and have the final say on selections for and appointments to this Board, 
This has been the subject of considerable discussion among accredited representa- 
tives of congressionally chartered veterans organizations. It is their composite 
thinking that since this Board is the appellate agency of final jurisdiction within 
the VA and has become known as the court of last resort for veterans and their 
dependents seeking benefits from the Veterans’ Administration, members of the 
Board should have a thorough and workable knowledge of all veterans laws, 
instructions, rating schedules, and regulations. Such knowledge and experience 
are attained through years of actual practice in the adjudication of veterans’ and 
dependents’ claims, Therefore, the national rehabilitation commission, its staff, 
and service officers of the American Legion feel that appointments to the Board 
of Veterans Appeals should be made on a meritorious basis from within its own 
consultant service, or from the Adjudication Section of the Compensation and 
Pension Service, or from personnel experienced and trained in the development 
and adjudication of claims. 

Recently the Veterans’ Administration launched a management development 
program. This is designed to spot qualified personnel within the agency and 
prepare them to take over vancncies in the VA top echelons brought about through 
retirement. At present the Board of Veterans Appeals has a wealth of qualified 
professional personnel among its 85 medical and legal consultants. We are ad- 
vised that a greater portion of this consultant group are veterans of World War 
II, many of whom have had 5 or more years’ training and service in the develop- 
ment and adjudication of veterans’ and dependents’ claims. Accordingly, this 
consultant group should afford a real source of supply to fill vacancies that may 
occur on the Board, 


Proposal 3 


This proposal is a must if the Board of Veterans Appeals is to provide the 
appellant with well-reasoned decisions. This matter has been a subject for much 
dnouninn during national rehabilitation conferences, dating back to the close of 
World War II; has been the subject of much correspondence between the national 
rehabilitation commission and prowisirg service officers in the field, and has been 
the repeated experience of staff members who appear regularly before the Board 
of Veterans Appeals. 

Probably the most complete discussion on this subject was had during the 1954 
rehabilitation conference, at which time the question was asked: ‘‘Why doesn’t 
the BVA adequately explain their decisions?’’ This is especially noted in their 
final decisions. This was followed by a short discussion by the service officer 
who presented the question, when he stated: “The decisions by the Board of 
Veterans Appeals are in many instances too brief. Service officers spend con- 
siderable time in reviewing files and preparing claims for the presentation to the 
Board of Appeals. They believe that their contentions have merit, and then the 
Appeals Board will deny an appeal without even explaining why it is not possible 
to give favorable consideration to the argument advanced by the service officer. 
It has been noted that the Appeals Board will state that certain documents filed 
as evidence have been noted, but they do not explain why it is not acceptable 

roof of disability. These statements are made under oath and should not be 
ignored.’’ In replying to this question, the representative from the Board of 
Veterans Appeals stated as follows: 

“The principal reason for the difficulties we get into in this regard lies in com- 
promise with expediency. After all, we are handling a thousand cases a week and 
we frequently run into a decision that we either have to sign or reject or modify, 
that expresses what we think to be the correct and equitable conclusion. We see 
ways that it could be improved, could be polished up, but sometimes we figure 
that our workload and our time do not permit it and maybe, in compromising with 
expediency, we go too far.” 
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On another occasion the Chairman of the Board of Veterans Appeals replied to 
a similar question: ‘‘Doing the best they can with the heavy load and number of 
personnel at hand.”’ 

Again, in 1953, the reply was: ‘‘Production requirements make you do a lot of 
things that you would not do except for those requirements.”’ 

It is quite obvious, from those statements by the Chairman of the Board of 
Veterans Appeals, or his designee, that they are fully aware of the inadequacy of 
the short-form decision, but, because of lack of personnel, they are powerless to 
do anything about it. This fact is further fortified by a statement prepared by 
the Chairman, Board of Veterans Appeals, appearing on page 1743, hearings 
before the Subcommittee on Appropriations, House of Representatives, on 
Independent Offices Appropriations for 1955. His statement at that time reads 
in part: 

‘The workload of this organization is determined by the number of appeals 
filed by veterans or other claimants at the offices of original jurisdiction. 

“The principal product is the appellate decision, which should set forth in 
writing the citation and analysis of the evidence in the case; the Board’s decision 
and the reasons for the decision. This should be done after conducting a hearing, 
if requested; after such further development of the evidence as should be under- 
taken; and after such research and study as may be required for proper con- 
sideration of the question at issue. 

“The personnel available during the past year has not been adequate. In 
many cases it has been necessary to resort to abbreviated decisions, omitting 
analysis of the evidence and even, in some cases, omitting the exact citation 
of the evidence. While the evidence is studied and analyzed sufficiently to permit 
of a conclusion, it has been necessary to omit reasons for the decisions in order to 
maintain reasonable currency and prevent an excessive increase in the backlog. 
Moreover, it has been found impossible, with the personnel available, to engage in 
all of the research that should be conducted in the many problem cases that reach 
the Board. There have been several unfortunate results. After a veteran and his 
representative have expended time and effort in the preparation of a detailed, 
extensive discussion of the evidence in the presentation of an appeal, they regard 
it as casual treatment, to say the least, if the Board disposes of the appeal without 
analysis of the evidence or a reasoned decision. Their reaction to this treatment 
produces what may be termed a collateral workload; they write and ask whether 
certain evidence has been studied; whether certain medical principles have been 
considered; whether certain laws are for application. These inquiries and com- 

laints engage clerical and professional services for reply which, however skill- 
ully prepared, lacks the effectiveness which would have attached if a reasoned 
decision had been prepared in the first place. 

“A board of final appellate jurisdiction requires sufficient personnel to enter 
decisions which are adequate, in the sense that one who reads a decision may 
understand the reasons for the conclusions reached.” 

It is quite apparent that the Chairman of the Board of Veterans Appeals did 
not receive sufficient appropriations for 1955, nor for 1956, as the same situation 
faces the appellant and his representative today, inasmuch as the “short-form 
decision”’ still remains in vogue and is the cause of a great sense of frustration, 
not only upon the part of the accredited representatives in the field, but also 
upon the part of individual staff members of the national rehabilitation commis- 
sion who appear regularly before the Board of Veterans Appeals. This sense of 
frustration on the part of staff members can best be illustrated by quoting from 
a memorandum by John J. Corcoran, until recently the legal consultant on the 
staff of the national rehabilitation commission: 

“T call your attention to the BVA decision attached because I would like to 
make a recommendation in these, my closing hours with the American Legion. 

‘‘As so frequently happens, this BVA decision is totally unresponsive to the 
argument I made. Not only do they ignore the argument I made on the law; 
they quote as gospel certain facts I contended were in doubt. 

“This happened many times to me and was a source of great frustration in my 
work here. It is for the appeals representatives, too.” 

Although Public Law 425 of the 79th Congress provided for the Board of 
Veterans Appeals such number of associate members as may be found necessary, 
not to exceed 50, at no time has the Board membership exceeded 39. As of 
October 18, 1956, it was composed of 10 sections of 3 associate members assigned 
to each section, and 1 associate M. D. with no special assignment. In addition 
there are professional, administrative, clerical, and stenographic personnel num- 
bering approximately 240. This indeed is a small group to carry on the most 
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important task and functions of what has become known as the supreme court 
of the Veterans’ Administration. 


Proposal 4 


This matter, too, has been the subject for discussion during many of our national 
rehabilitation conferences, and without exception, on each occasion there has been 
a meeting of the minds between the American Legion representatives and the 
Board of Veterans Appeals, inasmuch as it was agreed by both parties that 
traveling appeal sections are desirable as they are beneficial, not only to the appel- 
lant and his or her representative in the field, but to the Board of Veterang 
Appeals also, 

However, the last traveling section of the Board expired on June 1, 1951, and 
although there has been an effort on the part of both the American Legion and the 
Board of Veterans, Appeals to reactivate this traveling section, since that date the 
Board has again been unsuccessful in obtaining sufficient funds for the additional 
personnel required, 

Traveling appeal sections are favorable to the appellant, inasmuch as the 
so-called. court. of last resort convenes in the regional office for the claimant’s place 
of residence, and thus permits the personal appearance of the appellant, with his or 
her, representative, with a minimal.amount of expenditures of money and time, 
There are many disabilities, such as residual scars and other types of mutilation, 
that are difficult,to visualize from a.word description alone, and can be better 
evaluated when brought directly to the Board. This also holds true in the case of 
a claim for. loss of use of an extremity, or. in the case of a claim for aid and-attend- 
ance, on the basis'that the appellant is not able to provide for himself. 

In discussing traveling appeal sections during the national rehabilitation 
eonference in 1951, Mr. Jarnagin commented in part as follows: 

‘‘We started out as an experiment; also to get some of our people out from, as 
my friend just.said, the shadow of the dome of the Capitol and the Budget Bureau, 
and what.not,, .They thought it would soften us up a little if we got out in the field, 
We like to stay close to the grassroots, let’s put it that way, and we did have a 
traveling program that only bogged down when the money was no longer available, 
I have asked for money-for travel for the next fourth period, I haven’t gotten it, 
If I get.it you will see it through the traveling boards.”’ 

As the last, traveling board expired on June 1, 1951, it is quite apparent that 
little or no appropriation was made for that purpose at that time. 

Again, speaking on this same subject before the conference in March of 1956, 
Mr. Jarnagin stated, in part: 

‘‘We would like to make those trips. They were very profitable. We enjoyed 
them, They were instructive to us and maybe we did a little selling for the 
Board.” 

During that discussion there were present, as in the past, proponents of the area 
appeal boards. This would require a minimum of 5 appeal sections and related 
personnel, to be set up in 5 different areas of the United States. It has been 
stated that this would be less economical than the traveling field sections and, in 
addition, would present the problem of procuring suitable medical consultants in 
specialties required for equitable medical determination. 

Again, referring to page 1744 of the hearings before the subcommittee of the 
Committee on Appropriations, House of Representatives, 83d Congress, 2d session, 
Independent Offices Appropriations for 1955, we note under justification, ‘‘Travel 
for Board of Veterans Appeals employees,” the following statement: 

‘*The estimated expenses for travel are to cover the acquisition of new employees 
by transfer, visits of traveling sections of the Board to field stations for the purpose 
of conducting hearings and deciding appeals, travel by the office of the chairman 
and by the Field Appeals Operations Division for analysis of pending appeals 
and clarification of field procedures in field offices. During fiscal year 1953 the 
workload was such that personnel was not available to conduct this program, 
There has been an increasing demand for visits of traveling sections to field stations 
and the need for visits to field offices for analysis of the pending appeals and clari- 
fication of appeals procedure has also increased.”’ 

In conclusion, the American Legion respectfully submits that on the basis of the 
studies and experience of American Legion service officers, rehabilitation repre- 
sentatives, field representatives, and the staff of the National Rehabilitation 
Commission, it is essential that the Board of Veterans Appeals be enlarged so as 
to assure full, detailed and reasoned decisions and the assignment of traveling 
sections for the purpose of hearing appealed cases in the field. Moreover, the 
American Legion supports the proposition that any increase in personnel author- 
ized should be made from those with experience and training in the handling of 
claims and on the basis of a merit system. 
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A MORE EQUITABLE AND REALISTIC PROGRAM OF SALARIES AND PROMOTIONS IN 
VA MEDICAL SERVICE 


Attached hereto is copy of Resolution 471 approved by the 1956 national 
convention of the American Legion, on the subject of ‘““More Equitable and 
Realistic Program of Salaries and Promotions in VA Medical Service.”’ 

For some years past the American Legion has expressed itself in favor of the 
purposes of this resolution. Congress has seen fit to increase the grades and pay 
scale as set forth in Public Law 293, 79th Congress 3.or 4 times since the enactment 
of the law setting up the Department of Medicine and Surgery in the Veterans’ 
Administration. 

In recent years there has been a special medical advisory group of outside 
doctors and surgeons assisting the VA in setting up a more realistic scale of grades 
and pay for physicians and dentists. This group has done extensive research. 
It has prepared an analysis of comparable grades and pay in the armed services 
and other branches of the Federal Government. Moreover, it has gone into the 
causes, of resignations of physicians, dentists, and nurses in the VA service. We 
understand that this group has a full supply of schedules, tables, graphs and sta- 
tistical data supporting its recommendation that there be an adjustment upward 
in the salary schedule for physicians, dentists and key personnel in the Depart- 
ment of Medicine and Surgery... In.keeping witb the purposes of the above-cited 
resolution the American Legion sincerely recommends to the appropriate commit- 
tees of Congress that careful consideration be given to the recommendations: of 
the special medical advisory group to the end that amendatory legislation to 
Public Law 293, 79th Congress, as amended, be prepared, introduced and passed 
establishing a more equitable and realistic program of salaries and grades. 


ADEQUATE FUNDS FOR OUTPATIENT DENTAL PROGRAM 


The American Legion desires to go on record in full support of the request 
made by the Veterans’ Administration for funds for the outpatient dental program 
for fiscal year 1958. 

This position is predicated upon instructions received from the 1956 national 
convention in Resolution 305. and upon studies made by our senior medical 
consultant. He has gone into the matter and found that during the current 
fiscal year the Veterans’ Administration has made considerable progress in cutting 
down the backlog and pending load of applications for dental examinations and 
treatment. He has found that in the allocation of funds to the different regional 
offices readjustments had to be made. Some offices returned the funds they did 
not need, while other offices were given supplemental funds to dispose of their 
loads. These reallocations of funds have brought about a reduction of the pend- 
ing load nationwide. The prospect as of the present writing is that the waiting 
period for applicants and‘ the pending load are being effectively reduced. Cur- 
rency of processing and acting upon applications for this type of treatment is 
an objective that should be reached and maintained. The analysis made by 
our senior medical consultant in conference with the Assistant Chief Medical 
Director for Dentistry of the Veterans’ Administration and his staff supports the 
purpose of this resolution and adequacy of funds requested by the VA for fiseal 
year 1958. 

In the study of adequacy of funds for the outpatient dental program the senior 
medical consultant came upon the situation posed by so-called peacetime trau- 
matic dental injuries. He found that there is quite a number of cases in which 
such traumatic injuries had been received, many of them in airplane crashes, in 
which there were definite dental disabilities, traumatic in nature but not sufficient 
to warrant a disability discharge or other medical separation for dental disease, 
and insufficient dental disability to meet the advance criteria for compensable 
dental ratings. It is understood that this matter is under study by the VA Medical 
Advisory Group. Its findings, and recommendations based thereon, may require 
legislation. Although we do not have a covering mandate on this point, we take 
this opportunity to bring the subject to the attention of this committee, 
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1956 NatTioNaL CONVENTION OF THE AMERICAN LEGron HeLp IN Los ANGELks, 
Cauir., SepremMBer 3-6, 1956 


RESOLUTION NO. 49 


Committee: Rehabilitation (Hospitalization) (M. and H.). 
Subject: VA facilities be enlarged to care for disabled war veterans. 


Whereas reports have come to the attention of the American Legion indicating 
that there are thousands of veterans seeking hospitalization or medical or surgical 
attention who are denied the same because of lack of facilities in the Veterans’ 
Administration hospitals, and 

ereas many of these unfortunate veterans are broke and hungry and have 
no place to go, and we believe them rightfully entitled to consideration by the 
United States of America: Now, therefore, be it 

Resolved by the American Legion, in convention assembled in Los Angeles, Calif., 
September 2-6, 1956, That we are unalterably opposed to any curtailment in the 
medical, surgical and hospital care now provided war veterans by the Veterans’ 
Administration through statutory authority and strongly urge increased V A hospital 
facilities for the mentally ill. 


RESOLUTION NO. 58 


Committee: Rehabilitation (Hospitalization) (M and H) 
Subject: Hospitalization for non-service-connected disabilities. 

Whereas there is a great drive on by forces outside of the American Legion by 
other organizations, and important people, to eliminate the non-service-connected 
veteran from being hospitalized by the Veterans’ Administration although he is 
not able to pay for same himself; and 

Whereas, in our opinion the Veterans’ Administration hospital should always 
take care of this veteran who served his country honorably and can now no longer 
afford hospitalization for his many ills: Therefore be it 

Resolved, That the American Legion in national convention assembled in Los 
Angeles, Calif., September 3-6, 1956, by adoption of this resolution reiterate its 
stand approving hospitalization for all veterans who need treatment for so-called 
non-service-connected disabilities, provided they cannot afford to pay for such 
care in a private hospital. 


REHABILITATION MEMORANDUM IssuED BY THE NATIONAL REHABILITATION 
Commission, THe AMERICAN LEGION 


Wasuinoton 6, D. C., December 12, 1956. 
Special Circular No. 46 
VETERANS’ HosprraLizaTION 


PREFACE 


We urgently seek your cooperation in a very important matter. It has to do 
with the hospitalization of veterans. Your careful attention is again called to 
VA Regulation 6047 entitled ‘Eligibility for hospital treatment or domiciliary 
care of persons discharged, released, or retired from active military or naval 
service.” 

CONSERVATION OF BEDS 


You all know that the American Legion has been dedicated to a program of 
conservation and full utilization of beds in the Veterans’ Administration hospital 
system. This has been particularly true since the cutback of 16,000 beds in 
January 1949. Upon completion of the present hospital-construction program 
the system will end up with approximately 130,000 beds, give or take a few on 
either side of that figure. This will average out at 1 bed for every 170 war 
veterans, according to the veteran population on October 31, 1956. 

As of September 30, 1956 there were 2,134,278 living veterans with service- 
incurred or aggravated disabilities who have the right to hospitalization under 
VA auspices if and when needed. Others among the wartime veterans have the 
privilege of hospital care in VA hospitals upon meeting certain requirements. 
These are set forth in the above-cited VA regulation, and Veterans Regulation 
6 (a) as amended, 
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According to the latest. official tabulation of the number of VA patients under 
treatment in VA and non-VA hospitals: 44.9 percent were there with service- 
connected disabilities; 32.9 percent with chronic non-service-connected disabilities; 
10.0 percent in receipt of or filed for VA pension; 1.0 percent with compensation 
claims pending; and 10.7 percent who had not filed any claim for compensation 
or pension. 

THE NONSERVICE CONNECTED 


The problem facing all of us who want to see that the limited number of hospital 
beds are conserved for and utilized by those eligible under the law is that we 
continue to receive indications that a few applicants who have no service-connected 
disabilities and whose declaration on the addendum to the 10—-P-—10 of assets and 
liabilities, income and expenses, clearly shows their ability to pay for hospitali- 
zation, are still being admitted to VA hospitals. Although few in number, these 
cases weaken the stand of the American Legion in fighting for the preservation 
of the present veterans’ hospitalization system. If the program is to be retained 
it is incumbent upon every practicing service officer to lend his best efforts to 
enforce all the rules and regulations and see that the applicants comply with the 
spirit as well as the provisions of the law. This should not and will not impede 
assistance to the eligible non-service-connected applicant who meets the require- 
ments of the law. 

To the extent that we strictly observe what the law provides and the order of 
priority—service-connected first, emergencies, etc.—the stronger will be our cause 
in opposing those who continue to assail Federal medical services, and particularly 
the VA hospitalization program. 

Rospert M. McCurpy, Chairman 
T. O. Kraaset, Director. 


1956 NATIONAL CONVENTION OF THE AMERICAN LEGION, Los ANGELES, CaLiP., 
SEPTEMBER 3-6, 1956 


RESOLUTION NO. 97 (CALIFORNIA) 


Committee: Rehabilitation (M and H) 
Subject: Federal aid for construction and improvements at State or Territorial 
veterans’ homes 
* * * * * * * 


Now, therefore, be it 

Resolved by the American Legion in national convention assembled in Los Angeles, 
Calif., September 3-6, 1956, That we sponsor and/or support legislation calling 
for the appropriation of adequate funds annually for five consecutive years, to 
remain available annually until expended; the expenditure of such funds to be 
matched on an equal basis by States or Territories whose applications for such 
Federal aid are approved by the Administrator of Veterans’ Affairs, for the 
construction, modernization, additions, and/or improvements of domiciliary, 
hospital, and auxiliary structures at State or Territorial veterans’ homes, with 
the understanding that no applications shall be approved by the Administrator 
of Veterans’ Affairs unless the request for such construction, modernization, 
additions and/or improvements exceed $50,000. 

Approved. 

RESOLUTION NO. 466 (WASHINGTON) 


Committee: Rehabilitation (Claims and Ratings.) 
Subject: Appointments to Board of Veterans Appeals. 


Be It Resolved by the 38th Annual National Convention of the American Legion 
assembled in Los Angeles, Calif. on September 3-6, 1956. That there be no political 
appointments to the Board of Veterans’ Appeals; that the merit system be used in 
promoting VA employees to positions on the Board of Veterans’ Appeals and that 
sufficient funds be given the Board for adequate staffing. 

Approved. 

RESOLUTION NO. 467 (WASHINGTON) 


Committee: Rehabilitation (Claims and Ratings). 
Subject: Reesta lish district offices of Board of Veterans’ Appeals. 

Be it resolved by the 38th Annual National Convention of the American Legion, 
assembled in Los Angeles, Calif., on September 3-6, 1956, That we urgently request 
that adequate appropriations be provided by the Congress so that the Board 
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of Veterans’ Appeals can hold hearings on appeals by traveling sections to enable 
claimants to appear in person before members of the Board of Veterans’ Appeals 
accompanied by accredited representatives of veterans’ organizations. 
Approved. 
RESOLUTION NO, 471 (WASHINGTON) 


Committee: Rehabilitation (M and H). 
Subject: VA provide more equitable and realistic program of salaries and pro- 
motions in its medical service. 


Be It Resolved by the 38th Annual National Convention of the American Legion 
assembled in Los Angeles, Calif. on September 3-6, 1956, That we request Congress 
to pass legislation which would provide more equitable and realistic program of 
salaries and promotion in the medical service of the Veterans’ Administration 
so that this agency can successfully compete for sufficient personnel with other 
medical fields. 

Approved. 


MEDICAL RESEARCH 


In the field of medical research, VA offers an opportunity not provided in any 
other area. The large patient population, past and present in VA _ hospitals 
offers cases for clinical investigation of diseases and disabilities in all stages, 
VA’s medical records cover longer periods under a uniform system of reporting 
than may be gathered from other sources where a given number of patients has 
been treated by doctors in and out of hospitals and having lesser degree in con- 
tinuity of reporting and evaluation of the progress of treatments and the methods 
used in such treatments. 

During fiscal 1957, VA’s medical research and radioisotope laboratories con- 
ducted many studies in tuberculosis and other infectious diseases; many studies 
on cancer; had a large program in study of cardiovascular diseases; such studies 
were also conducted in skin disorders, anesthesia, surgical techniques, bone and 
joint diseases. 

The close relationship between VA medicine and surgery and medical schools 
provides wide opportunities for interchange of experience and resources of such 
institutions and VA. 

The chemotherapy of tuberculosis, the chemotherapy of multiple sclerosis, 
changes in pulmonary function due to aging and disease, and the cooperative 
study of the effects of brain surgery in treatment of schizophrenia are notable 
fields in which VA medicine and surgery operate. 

The value of VA as a field for medical research is indicated in the fact that 
other Federal institutions and, in some cases, non-Federal institutions, come to 
VA for the conduct of their research programs. Testing of new methods such as 
the field of tranquilizing drugs is done readily in VA through rigid controls, through 
uniform reporting of clinical information, and, most important, because VA has 
the largest group of patients, in all stages of all types of mental disorders. In 
the field of multiple sclerosis, VA has been able to rule out the use of isoniozid, 
since VA was in position to determine quickly, through controlled tests, that 
this drug had no value in effecting improvement of the condition of the patient. 

One of the valuable features of VA medical research lies in the fact that the 
whole program is subject to review by its advisory committee on research. The 
membership of this group includes outstanding leaders in American medicine. 

As with medical research, so in medical education, there is great urgency to 
secure the full amount of the recommended budget amounting to $1,560,000. 
Medical education provides the means of keeping all phases of VA’s medical treat- 
ment and hospitalization up with the latest improvement in medical methods. 

VA’s greatest problem in selling this program to the Congress is caused by the 
large item ($710,000) for transportation. Those who make a study of the program 
will understand the necessity for the use of such an amount for this program. 

With many of VA’s hospitals associated with the Nation’s medical szhools, 
there is an excellent opportunity for all VA medical training to be kept abreast of 
the latest improvements and advances in medicine. There are some hospitals 
operated by VA which are located in isolated spots which are deprived of the 
oprortunity to have direct relations with the staff and techniques of medical 
schools. 

It is at this point that the medical education program of VA offers an oppor- 
tunity by the interchange of personnel, and by sending instructors versed in late 
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medical advances to work with the staffs of hospitals located in the isolated areas. 
Through its affiliation with medical schools, in the use of consultants, in the clinical 
material and research, Veterans’ Administration has made an enormous contri- 
bution to the care and treatment of everybody in the general population. 

In addition to the doctors and nurses who thus profit by on-the-job training 
through this program, there is a large ancillary group including laboratory workers, 
dental technicians, bacteriologists, radiologists, and others, who participate in the 
education and training program and thus broaden the base of improvements in 
VA medicine and surgery. 

The high percentage of the budget item for this program allocated to transpor- 
tation is readily explained. VA full-time medical and technical staff members 
are assigned to hospitals away from their home location for limited periods of 
ame, to attend medical conferences, to be oriented in new developments, and to 
tet as instructors. This is an economical method of spreading good medical 
practice throughout the system employing some 40,000 workers, and at the same 
time aid in improving the practice of medicine in non-VA fields. 


HOSPITAL CONSTRUCTION 


Addendum to Statement of the American Legion, National Rehabilitation 
Commission, Before the House Appropriations Committee Subcommittee on 
Independent Agencies, Tuesday, February 26, 1957: Robert M. McCurdy, 
Chairman; T. O. Kraabel, Director; H. D. Shapiro, M. D., Chief Medical 
Consultant; National Rehabilitation Commission, the American Legion 


We appreciate the opportunity you have provided to come before this group at 
this time. Other committees of the 85th Congress will be considering legislative 
programs dealing with veterans’ affairs. And each of you, as you exercise your 
individual responsibilities and duties, will express your own views of such legis- 
lation. Now, as we have in the past, we hold to the belief that in the Federal 
Government, the Congress is most truly representative of the will of the people. 

In dealing with questions coming before you, we are conscious of the fact 
that the bone and sinew of the bulk of veterans’ legislation is provided in the dollars 
you recommend for appropriation. It is largely in the appropriations that the 
final approval of the will of Congress in the field of veterans’ affairs is expressed. 

Perennially the question of item veto comes before the Congress. Thus far 
formal approval has not been given such proposals. It is not the desire of the 
American Legion to discuss the subject of the item veto at this time. We merely 
express the belief that the same purpose is achieved to a large extent in the manner 
of fund allocation by the Budget Bureau. 

The normal routine of Government expenditure follows a set pattern The 
agency prepares its estimates of its dollar needs. The Budget Bureau reviews the 
agency request for an appropriation, usually reducing such agency requests by a 
substantial sum. Through the White House, the sum approved by the Budget 
Bureau comes to the Congress as a request for funds. The Congress exercises its 
judgment, sometimes reducing, sometimes increasing, the funds named in the 
Budget Bureau recommendations. The President gives his approval and thus to 
some degree there is an Executive decision to proceed with given programs. 

It is at this point that, in practice, the item veto is put in practice, not by the 
Congress, but by the Budget Bureau. For the agency must now go to the Budget 
Bureau and provide a new justification for the expenditure of every dime from 
fund authorized by the Congress and approved by the White House. 

At this time we are not discussing an abstract question. We desire to make 
specific comment with regard to just one program in the operation of Veterans’ 
Administration. That is in hospital construction. May we ask your patience 
as we review some features of the hospital construction program as they appear 
to us at this time. 

Our discussion is directly connected with the question of whether hospital con- 
struction programs, in part dating back to approval given by Congress and the 
White House more than 10 years, will ever get to the architect’s drawing board, 
let alone be permitted to go forward to final construction and use. 

You gentlemen will recall that there once was a Federal Board of Hospitaliza- 
tion. Its duties included recommendation as to the approval of new Federal 
hospitals and of the sites on which such hospitals were to be constructed. By 
Presidential order, the Board was abolished as of June 30, 1948. The funetions 
of the Board were transferred to the Budget Bureau. So far as Veterans’ Admin- 
istration hospital construction is concerned, we believe that Budget approval 
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since that*date has been narrowly concentrated in an extremely small circle of 
executive authority. 

We are not able to determine that the several Congresses which have dealt 
with the hospital construction program since 1946 have approved the manner in 
which hospital building for Veterans’ Administration has progressed. We are 
convinced that, in large part, the wishes of the Budget Bureau have been followed 
consistently. 

You will recall that by the time the 79th Congress was considering Veterans’ 
Administration appropriations for fiscal year 1947 that some $772,702,845 was 
available in authorizations and funds for the purpose of providing a construction 
program that would add 76 hospitals and some 34,000 beds to the veterans hospital 
program. This would have provided an overall total of 146,000 plus beds for 
the whole system to care for the greatly expanded veteran population. 

The sum named in authorizations and funds had been accumulating for a 
number of years.. It was greatly expanded by Public 334 of the 79th Congress 
for $147,442,500,.by Public 419 of the same Congress for $414,250,000 in author- 


izations, by Public 269 again of the 79th for $158,320,000, and by Public 49 of the. 


79th for $84,500,000. 

We are told that attempting to follow the flow of money in appropriations and 
authorizations as they apply to a specific hospital is similar to an attempt to keep 
constant identification of a $1 deposit that is placed with a bank today, and where 
that $1 goes thereafter. 

You will recall that President Truman exercised authority given him by the 
Congress to cut back the Veterans’ Administration hospital construction program. 
This was done December 20, 1948, and reduced the overall projected VA program 
by approximately 16,000 beds. The Citizens Committee for the Hoover Report 
has claimed this as one of the accomplishments of the Hoover Commission. We 
have not seen the documentation of such a claim. 

One of the hospitals approved by President Truman (August 2, 1946) was a new 
general medical and surgical hospital for the Washington area. This was con- 
templated as a 750-bed hospital. In the Truman cutback this was reduced from 
750 to 500 beds. 

It is not quite clear what would happen to the existing Mount Alto hospital if 
such a new hospital were constructed. The record shows that the fate of Mount 
Alto and the Martinsburg Hospital is somehow tied in with the proposed new 
Washington hospital. 

The Federal Board of Hospitalization (July 31, 1946) recommended, and 
President Truman approved (October 16, 1946) the acquisition of approximately 
25 acres in Arlington (the Nevius tract) as a site for this hospital. This property 
was acquired for VA use June 7, 1947. By a provision of the appropriation bill, 
there was congressional objection to use of this property for a VA hospital, and the 
site was declared excess to General Services Administration (April 17, 1950). 

The majestic Marine sculptured memory of Iwo Jima is now located on a part 
of the Nevius tract. Certainly no one in the American Legion would do other than 
praise any program which maintains the honor and glory of the Marine Corps 
in the eyes of the Nation. We believe we are entitled to say that a hospital con- 
structed for disabled veterans of all the Armed Forces is a living memorial to the 
glories of those who have fallen in battle in whatever theater of war. 

With the Nevius tract declared surplus to GSA, there was renewed effort to 
find another suitable location for the proposed Washington area general medical 
and srgical hospital. In May 1950, 44 acres located in the Soldier’s Home 
grounds were acquired as the new location. But by this time the question of 
locating Federal hospitals had been tied in with the discussion of possible target 
areas from atomic missiles. At some point in the Federal administration, it was 
declared that hospitals designed for erection in what were then termed target 
areas, must have “protective construction.”’ It is not shown that a clear diagram 
of a hospital built under such ‘‘protective construction’? ever was produced or 
made public. The net of this discussion was that the Soldier’s Home site was de- 
clared excess. We are informed that such a declaration subsequently was with- 
drawn and that Veterans’ Administration still holds title to this site to the 
degree necessary to use it for a hospital site. 

Regardless of ‘‘protective construction’’ other hospitals have since been designed 
and constructed in Soldiers’ Home grounds. It is somewhat difficult to get clear 
understanding of the reason why such a need should have operated to deny 
construction of a VA hospital, while it is approved for other hospital purposes. 
Certainly there is not too great distinction, from the standpoint of vulnerability 
to atomic or hydrogen bomb attacks, between various section of the grounds 
surrounding Soldiers’ Home. 
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Nevertheless, VA has found there is greater possibility of securing approval for 
a hospital site in some other area, and so, in 1956, a site was sought in the Rock- 
ville, Md., area. A complaint in condemnation was filed in May 1956, and an 
amended complaint later, December 10 of the same year. We are told that the 
community is favorable, that roads and utilities are available, and that the 
National Capital Planning Commission has approved the proposed site. 

With all those favorable conditions, there might be some hope for success in 
getting this VA hospital on the way to the drawing boards. But other elements 
came into the picture. For one thing, construction authority had lapsed on a 
sum totaling $352,809,256 as of June 30, 1952. Such authority lapsation included 
the proposed Washington area hospital, the two proposed hospitals at Cleveland, 
and the San Francisco (Palo Alto) area hospital. 

In February of 1956, the Secretary of Commerce enters the picture with dis- 
cussion of the national industrial dispersion program. On the report of the 
Department of Defense, dealing with that Department’s dispersion policy under 
Defense Mobilization Order I-19 (January 11, 1956), the Secretary of Commerce 
reports that a proposed VA hospital at Jackson, Miss., is approved; one at Downey, 
Ill., is partially approved; the Washington and Wade Park (Cleveland) hospitals 
are disapproved. 

It will be recalled that VA requested $114,516,000 to be used in the construc- 
tion of hospitals, covering Washington, Cleveland, Oakland, Calif., Jackson, 
Miss., and Nashville, Tenn. This request was reduced to $87,746,000 because 
the desired ‘‘protective construction” had not been approved for such hospitals. 
After that there was further reduction in the VA request by the Budget Bureau. 
The sum of $37,746,000 covering $17,017,000 for Cleveland G. M. and 8., Wash- 
ington $11,367,000, and Oakland $9,439,000, was eliminated from the VA request 
by the Budget Bureau. This reduction which brought the total sum approved 
by the Budget Bureau down to a total of $50 million was in furtherance of the 
administration policy of deferring work which can be appropriately put off until 
a later date. 

In addition to the deferment for ‘‘protective construction’’ and the deferral for 

urposes of combating inflation, there is still another roadblock. Bureau of the 
Budget and VA are agreed there should be a 500-bed “‘prototype”’ design for VA 
hospitals. But Budget Bureau and the VA Department of Medicine and Surgery 
are not in agreement as to the use of space within such proposed hospitals. Items 
such as the width of corridors are still in question. 

Our discussion thus far is directed primarily at the delays that have occurred 
in the construction of the proposed Washington area hospital. But it will readily 
be seen that some of the reasons for delaying construction in the Washington area 
also apply to Cleveland, Oakland, Jackson, and Nashville. 

From this somewhat confusing set of cireumstances, we get the following im- 
pression of the status of five proposed ‘‘new construction’”’ hospitals which have 
some form of approval: 

Washington tRockville) area.—A new 500-bed G. M. and 8. hospital has basic 
approval. Available $1,100,000 from 1957 fiscal year appropriations. This sum 
is for technical services such as design and construction services. Allocation to 
use this sum has not been made by Bureau of the Budget. Prototype hospital 
design for 500-bed hospitals not approved by Bureau of the Budget. Rockville 
site in process of acquisition. Pending since 1946 approval. 

Cleveland (Wade Park).—-Originally approved in fiscal year 1948, as a 1,000-bed 
G. M. and 8. hospital. Reduced from 1,000 to 500 beds in the December 1948 
cutback, Original approval included in Public 269, 80th Congress (July 30, 
1947) for a net of $288,250,000 in cash and contract authority. Design 90 percent 
complete in July 1950. On a July 3, 1950, order from the National Security 
Resources Board, proposed invitations to bid were canceled since the site was 
held to be within the target area. Site acquired June 2, 1950. Public 623, 
84th Congress (June 27, 1956) approved this as an 800-bed hospital. Available 
$1,100,000 from 1957 fiscal year appropriations. This sum is for technical services. 
Allocation to use this fund not made by Bureau of the Budget. 

Cleveland (Brecksville).—President Truman (September 30, 1947) allocated 
author ty to go ahead with $276,576,117 construction program (authorization 
and cash combined) for a 1,250-bed neuropsychiatric hospital on a site adjacent 
to Crile Hospital; 178 acres of adjacent land were acquired in addition to 153 
acres already available July 7, 1950. In January 1957, 180 acres from this site 
were transferred to the Army. The site had previously been declared to be within 
the target area. Subsequently a site was acquired in the Brecksville area. 
Declaration of taking was filed December 8, 1955, and an amended declaration 
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of taking February 10, 1956. Utilities have been secured. Contract authority 
lapsed June 30, 1952. Reestablished by Public 455, 82d Congress, July 5, 1952, 
including Cleveland NP and Los Angeles. Design 31 percent complete October 
31, 1956. 

San Francisco (Palo Alto) area.—A 1,000-bed neuropsychiatric hospital. 
Originally approved as an additional VA hospital in the San Francisco area, 
First approved under 1948 fiscal year authorization in Public 269, 80th Congress 
(July 30, 1947). Contract authority lapsed June 30, 1952. Reinstated under 
appropriation for fiscal year 1954 providing $5 million under Public 149, 83d 
Congress. In fiscal year 1955, approximately $15 million secured for Palo Alto. 
Total estimated cost $22,900,000, including prior authorizations and expenditures, 
Design scheduled for completion in March 1957. Plans ready for completion 
early in the summer of 1957. Question now is whether issuance of invitation to 
bid may be approved by Budget Bureau. 

Under the replacement program, there is the question of when construction 
will get underway for hospitals at Jackson, Miss., and Nashville, Tenn. 

Nashville, Tenn.—A 500-bed G. M. and §S. hospital. Present site is believed 
appropriate for this new hospital to replace an existing facility. In fiscal year 
1957, $1,500,000 was provided for technical services. Budget Bureau has not 
allocated this fund for use by VA. In the 1958 budget, $10.5 million are included 
for construction. 

Jackson, Miss.—A 500-bed G. M. and §S. hospital. In fiscal year 1957, 
$1,200,000 approved for technical services. Budget Bureau has not authorized 
allocation of funds for use by VA; $10.5 million included in 1958 budget. 

The American Legion is submitting this rather lengthy memorandum reviewing 
the history of the proposals for these seven VA hospitals in the hope that we can 
add some degree of emphasis to the need to get these projects underway. We 
are not at this time raising the question of the merit of any one of these proposed 
hospitals. We assume that the measure of approval already given by the Con- 
gress is indicative of the fact that you have decided the hospitals are needed in 
the VA Department of Medicine and Surgery to provide a modest improvement 
in the system. We are reminded that every further delay is on the side of those 
individuals and groups outside the Halls of Congress who are critical of VA and 
its program of care and treatment for veterans. 

The total number of beds available to VA is at present considerably below the 
number approved by the Congress more than 10 years ago. Even if these seven 
hospitals were actually. completed and in operation, the goal of Congress would 
still be a considerable distance away from achievement. 

The American Legion has no magic formula to suggest that will tear down exist- 
ing roadblocks. Our plea is that this Congress use its very considerable re- 
sources to the end that the existing difficulties will be surmounted. 


Mr. Kennepy. And if you wish Mr. Kraabel to do so, he would be 
very happy to hit the high spots, if I may use the vernacular, in the 
interest of saving time. 

Mr. Kraapet. Mr. Chairman, and gentlemen, I have supplemental 
to our statement the copies of the resolutions upon which we base our 
statement. They are already attached to the general statement. 

On the subject of these hospitals, Mr. Chairman, we have gone 
through and made a study much in line with what the Congressmen 
have said, and the other veterans’ organizations, because, as has been 
repeated here, the $114,516,000 that was requested by the Veterans’ 
Administration to be used in the construction of hospitals covering 
Washington, Cleveland, Oakland, Calif., Jackson, Miss., and Nash- 
ville, Tenn., was reduced to $87,746,000, because ‘protective con- 
struction had not been approved for such hospitals.” 

And there was a further reduction of the VA request by the Budget 
Bureau in the sum of $37,746,000, covering $17,017,000 for Cleve land, 
$11,367,000 for Washington, ‘and $9,439,000 for Oakland, which was 
eliminated from the VA request by the Budget Bureau. 

This reduction, which brought the total sum approved by the 
Budget Bureau down to a total of $50 million, was in furtherance of 
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the administration policy of deferring work which could be appro- 
priately put off until a later date. 

Our plea, Mr. Chairman, is that some of these projec ts have been 
on the books, approved by all the authority of Congress and the 
executive branch of the Government, since 1947. We would certainly 
support and urge that there be appropriated sufficient funds this time 
so that in moving through the designs and the plans, and arriving at 
a point where they can go out for bids—we hope this can be done so 
they don’t have to hesitate because there isn’t any money to go out 
for the bids. 

And we support the Congressmen in our own mandate in requesting 
that there be sufficient money restored to this item to see that these 
hospitals are completed. 

Thank you very much, Mr. Chairman. 

Mr. Tuomas. Thank you. That is a very nice statement, and very 
much to the point. 

























STATEMENT OF MR. ROBERT M. M’CURDY 





Mr. Kennupy. Mr. Chairman, it is a great privilege, and really an 
honor, for me to be allowed to present to you gentlemen at this time 
Mr. Robert McCurdy, of Pasadena, Calif., chairman of our national 
rehabilitation commission. 

I don’t think there is a single man in the entire American Legion 
who has made more of a study and given more of his time and his own 
personal efforts, and in many, many instances, of his own funds, than 
has Mr. McCurdy. 

We of the American Legion refer to him affectionately as ‘Mr. 
Rehab.” It so happens that during this week, starting this morning, 
our national rehabilitation conference, which is attended by approxi- 
mately 700 people who work in the field of rehabilitation in our 
hospitals, counties, districts and departments, is having its annual 
meeting, and Mr. McCurdy took time off from that to come up here. 

And I would, with great respect, ask that he be allowed to say a 
counle of words. 

Mr. Toomas. We would be delighted. 

Come around, Mr. McCurdy. 

Mr. Kennepy. He is a service-connected veteran of World War I. 

Mr. Tuomas. We are delighted to have you with us. 

Mr. McCurpy. It is certainly a privilege for me to be permitted 
to speak. And I appreciate it, and thank the committee for that 
privilege. 

And I feel that I have rather hit the jackpot sitting here today. I 
have heard my California Congressman testify. 

Mr. Tuomas. He is a very able, fine young man. 

Mr. McCurpy. I heard my director from the Veterans of Foreign 
Wars testify. I might say that I was voted life membership in the 
Veterans of Foreign Wars, and I was voted life membership in the 
Legion, too, and they are both my directors, both Miles and Omar. 

And I know they are thoroughly experienced in this. This is our 
34th meeting of this rehabilitation commission. And I believe, with 
one exception, I have attended them all. And I have had the privilege 
of seeing it grow from 40 people until there are almost 800 registered 
now from all parts of the United States. 
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And oné of the things that will be considered here, and one of the 
subjects, is this subject of building the hospitals. And I am sure 
that the conference as a whole will feel much the same as I do. And 
I feel a deep frustration at not being able to get this done, to get it 
on the road. We purchase sites and abandon sites and ‘get other 
sites, and then the money is withheld. And I guess you would say, 
What goes on? Why can’t we get it built? 

I was also a member of the committee that aided in the formulation 
of the GI bill. And as you know, title I of that bill, the first thing 
that we thought of was asking for an appropriation or an authorization 
of $500 million to build hospitals, even in that time—that was our 
No. 1 program and project. 

And then we come to this year’s budget, where we have Oakland, 
Cleveland, and Washington eliminated—and we need them badly. 

In our country, of course, we are growing terrifically. We are 
having the veterans of the United States pretty well converge on 
California. In my own town of Pasadena—I am the assistant city 
manager in Pasadena, I have worked for that city for 26 years—in 
my city at the present time we have 35 new families per week, that 
is a new permanent resident per week, just in my little city of 110,000. 
I think that growth is comparable everywhere. And, of course, a 
large percentage of these people coming are veterans. And the longer 

we delay the more acute our situation gets, and the longer our waiting 
list for hospitalization. 

So I am sure that everyone would be appreciative if we maintained 
the fine policy that Congress has supported, and we retained the 
policy and made the funds available so that bids may be available to 
retain that facility. 

Mr. Chairman, there is much that I could say, but I won’t infringe 
on vour time. I do appreciate being permitted to be heard. 

Mr. Tuomas. Thank you. We are very grateful for you coming. 


STATEMENT OF MR. NIEL R. ALLEN 





Mr. Kennepy. Mr. Chairman, with your permission, I would like 
to submit a statement in the name of Mr. Niel R. Allen, who is chair- 
man of our national civil defense committee, urging the approval of 
the budget which has been sought by the Civil Defense people in the 
sum of $130 million. 

Mr. Tuomas. Let it go into the record. 

(The statement of Niel R. Allen, chairman, national civil defense 
committee of the American Legion, is as follows:) 
















STaTEMENT OF Nie. R. ALLEN, CHAIRMAN, NATIONAL Civit DEFENSE Com- 
MITTEE OF THE AMERICAN LEGION, BEFORE THE HovUsE SUBCOMMITTEE ON 
APPROPRIATIONS IN CONNECTION WitH HEARINGS ON INDEPENDENT OFFICES 
APPROPRIATIONS FOR Civi, DEFENSE, FeBruarRyY 26, 1957 


Mr. Chairman and gentlemen of the subcommittee, each year since the end of 
World War IT representatives of the American Legion have been given the oppor- 
tunity to appear before the committees of Congress and express the views of our 
organization on civil defense. 

Until 1951 we pressed for the enactment of law to create an agency of Govern- 
ment which could recommend to the States and their political subdivisions means 
of deterring enemy attack through preparedness, or failing in this to reduce the 
loss of life and property through civil defense organization and education. Since 
the enactment of Public Law 920 by the 81st Congress our spokesmen have testi- 
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fied in support of the annual appropriation for the Federal Civil Defense Ad- 
ministration. I am indeed appreciative to you gentlemen for allowing me to 
review the cogent reasons for granting the sums requested by the Federal Civil 
Defense Administration for the coming year. 

The American Legion has among its nearly 3 million members men who are 
actively engaged, some full time, in civil defense work. Still we do not purport 
to be experts in the matter of a budget for civil defense. Rather we would rely 
on the good judgment of the officials of the Federal Civil Defense Administration 
that their proposed budget of $142 million is sufficient to discharge their presently 
defined tasks. The budget request before your subcommittee is somewhat less 
than the figure shown above, which has already been trimmed by the Bureau of 
the Budget. It may well be that financial experts are better able to determine 
the adequacy of a civil defense budget than the civil defense experts themselves, 
but I rather doubt this and would urge upon your committee that careful study 
be given to the restoration of the initial amount requested. 

The problem confronting your subcommittee is being repeated a thousand fold 
over throughout the length and breadth of this land. edede at the city, county 
and State level are being studied. Each year they are considerably larger. 
“Where to cut?” is the big question. More often than not the cut is made in 
items of lesser importance such as civil defense and, gentlemen, this brings up an 
issue that probably will be considered and I hope resolved in this present session of 
Congress. This issue is whether the Federal Government, as provided for in the 
Constitution, should not assume greater responsibility for the common defense. 

Last year the Government Operations Subcommittee under the chairmanship of 
Representative Chet Holifield of California conducted a searching examination 
into existing civil defense plans and organization. This subcommittee held 
extensive hearings in all parts of the United States. Officials from governmental 
agencies at all levels, from industry, from education—in fact from practically all 
walks of life were asked to give the committee their ideas on what needed to be 
done to make civil defense more effective. 

In June 1956 the chairman of our national security training committee, the 
assistant director of our legislative division, the national security director and I 
were privileged to offer testimony based upon the mandates from our 1955 national 
convention. Without exception our proposals were intended to strengthen civil 
defense, first, by elevating the Administration itself to Cabinet rank headed by a 
Secretary, second, by diverting basically trained manpower from the reserve to 
civil defense duties and, third, by recognizing that the Federal Government must 
assume a greater share of the responsibility for defining and financing an effective 
national civil defense program. 

On this last point f quote Resolution No. 374 in its entirety because it does 
support this new civil defense concept of vesting greater responsibility in the 
Federal Government. 

‘‘Whereas recent scientific developments have so altered previous civil defense 
planning that it has now become apparent that an effective national civil defense 
program can only be achieved by the Federal Government’s acceptance of re- 
sponsibility for both defining and financing such a program; and 

“Whereas the previous position of the Federal Governinant. that civil defense 
is primarily a responsibility of the several States, controverts the Federal Con- 
stitution which clearly assigns the responsibility for the common defense to the 
National Government; and 

‘‘Whereas it has been clearly demonstrated during the past 4% years that with 
the several States dependent upon each other for civil defense support, many 
States are neither financially able nor inclined to go along with the current Federal 
program which demands matching-fund participation to the degree necessary to 
provide adequate fallback support for their sister States; Now, therefore, be it 

‘Resolved by the American Legion in national convention assembled in Miami, 
Fla., October 10-13, 1955, That we respectfully memorialize the President and the 
Congress of the United States that special attention be paid to evacuation of the 
populace, and adequate early warning radar installations and the recommendation 
for adequate bomb shelters be provided. In furtherance, special attention be 
paid to a definite and adequate plan for industrial divisions of our civilian defense 
program, involved in the new concept of civil defense resulting from the greater 
destructive powers of presently developed weapons, and make adequate plans to 
realistically provide an effective national civil defense program to the extent 
necessary.” 

In conclusion it appears clear that most Americans acknowledge the present 
vulnerability of this Nation to attack. Likewise, we all agree that military 
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defense and civil defense share the responsibility of deterring attack upon the 
United States. Yet, this year’s budget asks for $38 plus billions for military 
defense and $130 million for civil defense. While I urge that you give favorable 
consideration to the current civil defense request I would at the same time ex- 
press my earnest hope that next year your subcommittee will be asked to consider 
a budget which will realistically provide for the protection of the civilian populace, 


Mr. Kennepy. That is a tough subject to designate any specific 
sum to, but those people are very much interested in it. 


NATIONAL Security TRAINING CoMMISSION 


I have one other statement, in the name of Granville S. Ridley, 
chairman of our national security training committee, having to do 
with the national security training commission, and I would like to 
have that incorporated in the record, please. 

(The statement of Granville S. Ridley, chairman, national security 
training committee of the American Legion, is as follows:) 


STATEMENT OF GRANVILLE S. Rip_eEy, CHAIRMAN, NATIONAL SECURITY TRAINING 
COMMITTEE OF THE AMERICAN LEGION, BEFORE THE Housre SUBCOMMITTEB 
ON! APPROPRIATIONS IN CONNECTION WITH HEARINGS ON INDEPENDENT OFFICES 
APPROPRIATIONS FOR THE NATIONAL SEcuRITY TRAINING COMMISSION, 
FEBRUARY 26, 1957 


Mr. Chairman and gentlemen of the subcommittee, I am indeed grateful for 
this opportunity to present the American Legion’s position on the budget for the 
operation of the President’s National Security Training Commission for 1958. 

Our position is based upon the following resolution adopted at our 1956 National 
Convention. 

“Resolution No. 288—national security training be made compulsory, ete. 

‘‘Whereas the American Legion from its inception has strongly urged that the 
greatest assurance of peace in the world is a United States firmly committed to 
peaceful existence with the rest of the world, but so powerful in its defense that 
none would dare invoke its wrath; and 

‘‘Whereas we believe that the surest way to insure that strength is through the 
program of the national security training for the youth of America which has 
been endorsed by the national convention of the American Legion, and has been 
adopted in part by the Congress; and 

“Whereas with the support of the American Legion a national security training 
program known as the Reserve plan of 1955 or Public Law 305, has been enacted, 
and steps looking to its implementation by the Defense Department on a limited 
basis have been taken; and 

*‘Whereas Public Law 305 places a limit of 250,000 men per year upon those to 
be trained and provides that these men must undergo such training only upon a 
voluntary basis; and 

‘Whereas we believe that the class A Reserve has not been provided with the 
necessary money, manpower, and material to enable them to maintain instant 
combat proficiency; and 

“Whereas the National Security Training Commission in Public Law 305 has 
been restricted in acting in an advisory capacity in regard to the national security 
training features of said law: Now, therefore, be it 

Resolved, by the American Legion in national convention assembled in Los Angeles, 
Calif., September 3-6, 1956, That the American Legion continue to support legis- 
lative amendments to Public Law 305 which will: 

“1. Make national security training compulsory; 

“2. Lead toward universality of training; 

“3. Bring about the speediest possible implementation of training and 
service in the class A Reserve under Public Law 305; and 

“4. Restore to the National Security Training Commission all of the 
functions and powers given it under Public Law 51 with sufficient money to 
enable it to exercise these powers and carry out these functions. 

“5. A continuation of the draft until the above are accomplished.”’ 

It is recognized that this resolution goes far beyond the matters which are of 
immediate concern to this subcommittee, yet the implications of a vastly exnanded 
6-month training program as called for in Resolution No. 288, plus the restoration 
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of those functions granted to the National Security Training Commission by Public 
Law 51, 82d Congress, cannot be overlooked by the American Legion. In this 
present session of Congress we will press for those amendments to existing law 
set forth in this resolution. For this reason our organization endorses the pro- 
posed $75,000 budget as meeting only the minimum responsibilities set out in 
law for this Commission. If the Congress sees fit to restore the original duties 
to the Commission then an expanded budget could be anticipated, 

For the past 18 months American Legionnaires at all levels have been conducting 
an intensive education and recruiting program to acquaint the general public 
with the Reserve Forces Act and to spur enlistments in the 6-month program. In 

a sense our continuing support for the National Security Training Commission 

ee us added assurance that our efforts will reflect favorably upon the American 
Tenien when these young men return home. 

In the past year and one-half nearly 40,000 young Americans between the ages 
of 17 and ish, years have enlisted in the United States Army and Marine Corps 
for 6 months of training. Each day more of these American youths are returning 
to their homes, schools, and churches and relating their experience to others who 
will choose the type of military training they prefer a little later. News of 
any moral shortcomings are not long in reaching the ears of opinion leaders, 
who in 2 years may create solid opposition to the extension or amendment of man- 
power legislation due to expire. 

The American Legion feels it is with this tender age group that the future of 
national security training legislation is vested. If the training is conducted in a 
high moral and ethical saoaate it cannot but benefit this Nation and its young men 
If it is poorly operated or exposes our boys to bad influences then it adv ersely 
affects our national security and our future leaders. 

The branches of the Armed Forces that utilized the 6-month training provi- 
sion of the Reserve Forces Act of 1955 are to be congratulated for the splendid 
manner in which the safety, health, welfare, and morales of the trainees were 
cared for. Yet I cannot overlook the fact that the existence of the President’s 
National Security Training Commission gave added assurance that discrepancies 
would swiftly be brought to the attention of the President and Congress, as pro- 
vided by law. 

Since it first began advocating the enactment of a universal military training 
law, the Americ: an Legion has insisted on civilian supervision. In the Universal 
Military 8 Service and Training Act of 1951, the National Securitv Training Com- 
mission came into being. I know of no other governmental body which has 
worked harder or more earnestly to discharge the obligations set out for it in 
Public Law 51. Unfortunately, the training sections of this law were not made 
operative and the 6-month training program only began in August of 1955 follow- 
ing the passage of the Reserve Forces Act. 

Last year members of the American Legion’s national security training com- 
mittee and our department officials visited the 6 Army centers where the 6-month 
trainees were received and began their training. I am pleased to report to you 
gentlemen that not one single instance of discontent was voiced during the 2-day 
visit to any of our representatives. Many of these young men were learning regu- 
lar habits for the first time in their lives. Many were attending church regularly. 
All improved physically. Our representatives all expressed appreciation for the 
opportunity to see the 6-month program in operation and returned to their home- 
towns to sell the program to new prospects 

This year the Air Force will become the third service to enlist 6-month trainees. 
Between now and July 1, 1958 plans call for 6,500 trainees. The number of the 
Air Force bases to be used in this training has not been specified, but this brings 
me to the point upon which justification for the modest budget of the National 
Security Training Commission is founded. 

Personal inspection by members of the National Security Training Commission 
and staff is the only way that the adequacy of training personnel, training sites and 
moral climes can be ascertained. The very small increase of $25,000 is needed for 
the planned expansion of regular visitations to training sites. The entire 1958 
request of $75,000 could not begin to repay the time and effort expended by Com- 
mission members of the caliber of General Sarnoff, Walter Bedell Smith, Mr. 
Hayes and our own Past National Commander Warren Atherton. Addition: ally, 
the Commission’s recommendations for intensive and realistic training assures that 
the 6-month program will benefit America’s military posture by supplying a con- 
tinuing flow of well trained manpower into the Reserve components. 

I sincerely hope that this subcommittee will lend its wholehearted endorsement 
to this small but vitally important item. 
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Mr. Tuomas. You know this Commission got together and volun- 
tarily abandoned themselves. They did it on their motion. 

Mr. Kennepy. We would like to get that statement in. 

In closing, I would like to thank you very much, Mr. Chairman 
and gentlemen of the committee, for your courtesy. 

Mr. Tuomas. You are more than welcome. Come back to see us 
again. 
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